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FOREWORD 


This  manual  was  developed  for  the  Ontario  Ministry  of 
Treasury,  Economics  and  Intergovernmental  Affairs  by  Woods,  Gordon  & 

Co.,  Management  Consultants,  working  closely  with  the  staff  of  the 
Municipal  Accounting  Branch.  Advice  was  also  provided  by  a  Committee 
made  up  of  representatives  from  the  municipal  transit  industry  in 
Ontario  and  other  Ontario  Government  Departments.  Toronto,  Ottawa, 
Thunder  Bay  and  Guelph  transit  systems  were  represented  on  the  Advisory 
Committee  and  made  valuable  contributions.  In  addition  the  Toronto 
Transit  Commission  and  others  provided  information  for  this  project  on 
their  own  information  systems. 

This  manual  was  designed  for  use  by  municipal  transit 
operators  in  Ontario.  It  is  intended  primarily  as  a  guide  both  to 
those  responsible  for  recording  the  financial  activities  of  a  transit 
system  and  to  those  responsible  for  using  this  information,  particularly 
in  the  planning  and  control  of  transit  operations.  We  hope  that  the 
manual  will  be  found  useful. 

In  order  to  provide  an  opportunity  to  obtain  readers' 
suggestions  for  improving  the  manual,  it  is  presented  at  this  time  in 
draft  form.  Constructive  comments  would  be  welcomed. 

D.F.  Taylor 

Executive  Director  of  Municipal  Services 
Ontario  Ministry  of  Treasury 
Economics  and  Intergovernmental  Affairs 


April  25,  1972 
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CHAPTER  1  —  INTRODUCTION 


CHAPTER  I  -  INTRODUCTION 


THE  PURPOSE  AND  SCOPE  OF  THE  MANUAL 

The  purpose  of  this  manual  is  to  provide  a  management 
information  system  as  a  guide  for  use  by  municipal  transit  operators 
in  Ontario.  The  management  information  system  is  designed  to 
provide  data  to  help  management  optimize  the  level  of  service  within 
the  economic  constraints  of  the  municipality  and  to  provide  for  a 
meaningful  dissemination  of  information,  both  financial  and  statistical, 
to  municipal  and  provincial  governments  and  to  the  public. 

In  order  to  achieve  this  purpose,  the  manual  is 
designed  to  meet  these  prime  goals: 

(a)  To  describe  a  model  management  information  system  appropriate 

to  municipal  transit  operators. 

(b)  To  describe  the  Ontario  Government's  requirements  for 

information  on  operations. 

(c)  To  suggest  ways  in  which  information  obtained  through 

internal  and  external  reporting  systems  can  be  used 
by  management  and  governments  concerned. 

(d)  To  encourage  present  and  future  transit  operators  to 

adopt  the  proposed  model  management  information 
system  in  whole  or  in  part. 

The  manual  is  intended  - 

(a)  to  meet  the  needs  of  small  and  medium  sized  municipal 

transit  operators,  however,  some  material  in  the  manual 
will  be  of  interest  and  value  to  larger  transit  operators. 
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(b)  to  serve  as  a  reference  text  for  accounting  practices  in 

municipal  transit  operations  and  for  reporting  information 
to  management,  and  also  to  provide  an  overview  of  other 
techniques  available  to  transit  managers  for  the  control 
and  planning  of  their  operations. 

(c)  to  obtain  standardization  of  the  classification  of  accounts 

for  transit  operators,  so  that  the  compilation  and 
comparison  of  financial  and  statistical  data,  ratios 
and  trends  are  made  simple. 

OUTLINE 


accounting. 


This  chapter  contains  some  introductory  comments  on 


Chapter  2  deals  with  the  information  needs  of  management 
and  the  concepts  used  in  the  model  management  reporting  system.  Model 
reports  are  presented  and  discussed. 

Chapter  3  deals  with  management  planning  and  budgeting 
for  effective  management  control.  Budgeting  procedures  and  techniques 
are  described  in  some  detail. 

Chapter  4  describes  accounting  records  and  how  information 
should  be  classified  within  the  accounts.  Areas  of  particular  concern 
in  transit  accounting  are  discussed:  allocation  of  expenses,  cost 
analysis  and  capital  expenditure. 

Chapter  5  describes  external  reporting  requirements  of 
the  public  and  governments  and,  in  particular,  the  needs  of  the  Government 


of  Ontario. 


' 

. 
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Chapter  6  deals  briefly  with  some  of  the  techniques 
that  can  be  used  to  increase  the  administrative  and  operational 
efficiency  of  a  transit  system.  While  not  attempting  to  give  a 
detailed  explanation  of  the  various  techniques,  the  manual  deals 
with  the  general  considerations  involved,  for  example,  when  a  transit 
operator  is  considering  the  mechanization  of  accounting  systems. 

Appendices  include  management  reports,  a  detailed  chart 
of  accounts  and  a  glossary. 

ACCOUNTING  INTRODUCTION 

At  the  present  time  there  are  considerable  variations 
in  accounting  and  reporting  practices  of  municipal  transit  operators. 

Some  apply  accounting  principles  generally  accepted  for  business 
enterprises,  others  apply  municipal  accounting  practices  and  some 
follow  modified  versions  of  both. 

The  model  management  information  system  proposed  herein 
is  based  on  generally  accepted  accounting  principles  for  business 
enterprises.  However,  management  reports  are  designed  to  be  compatible 
with  reporting  in  accordance  with  municipal  accounting  principles  required 
by  the  Ontario  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  (which  superseded  the  Department  of  Municipal  Affairs). 

For  example,  the  reports  reflect  a  "capital  expenditure 
charge"  against  revenue  which  can  be  used  for  either  depreciation, 
provided  in  accordance  with  generally  accepted  accounting  principles  for 
business  enterprises,  or  capital  expenditure,  financed  from  current 
revenue  in  accordance  with  municipal  accounting  practices. 
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CHAPTER  2  -  MANAGEMENT  INFORMATION 


INTRODUCTION 


In  the  ongoing  planning  and  control  of  operations, 
management  needs  information  on  which  to  base  decisions  and  actions. 
Much  of  this  information  should  be  routinely  available  to  management 
through  a  formal  management  reporting  system.  A  model  reporting 
system  is  presented  in  this  chapter  as  a  guide  to  good  management 
reporting  practices  in  transit  operations.  The  model  may  be  modified 
to  suit  the  needs  of  individual  transit  operations  and  to  take  account 
of  the  particular  type  and  sire  of  operation  involved,  its  management 


organization  and  its  management  processes. 

When  tailoring  the  model  to  a  particular  operation,  the 
present  and  proposed  reports  should  be  evaluated  by  asking  questions 


such  as  the  following: 


(a)  Usefulness 


(b)  Timeliness 


Is  each  report  useful? 

ow  is  it  used  and  by  whom? 

Is  each  copy  used? 

Does  the  cost  of  preparing  the  report 
outweigh  its  usefulness? 

Is  the  report  relevant  to  the 
reader* s  responsibilities? 

Is  the  report  reaching  managers 
at  the  right  time  for  best  use? 


(c)  Frequency  -  Is  the  report  made  too  often  or 

not  often  enough  for  the  use  that  is 
made  of  it? 


(d)  Presentation  -  Is  the  report  brief,  simple  and  clear? 

Are  reports  organized  to  highlight 

significant  information  for  the  reader? 

Do  reports  duplicate  information  or  present 
too  much  information? 

Can  standard  forms  or  charts  make  the 
reports  more  readable? 


■ 
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Such  a  review  of  all  reports  is  also  desirable  on  a 
routine  basis  to  ensure  that  reports  are  updated  to  meet  changing 
needs  of  management. 

The  model  reporting  system  is  based  on  two  concepts 
discussed  below: 

(a)  that  managers  receive  reports  only  on  areas  for  which  they 

are  responsible,  and 

(b)  that  actual  results  are  routinely  evaluated  against  plans. 

RESPONSIBILITY  REPORTING 

Under  responsibility  reporting  the  reporting  structure 
is  based  on  the  responsibility  and  related  authority  delineated  within 
the  organization.  Managers  receive  reports  and  are  held  accountable 
only  for  their  areas  of  responsibility. 

The  basic  premise  of  responsibility  reporting  is  that  a 
report  of  operations,  income  or  expenses  has  greater  meaning  to  management 
for  control  purposes  when  it  is  identified  with  the  person  given  the 
responsibility  or  accountability  for  controlling  those  operations. 

In  responsibility  reporting,  accounts  are  assigned  to 
the  lowest  level  in  the  organization  at  which  there  is  a  clear 
responsibility  for  control. 

However,  sometimes  it  is  neither  practical  nor  desirable 
to  account  for  certain  expenses,  such  as  telephone  or  office  supplies, 
by  responsibility  centres  since  the  amounts  involved  are  relatively 
immaterial  and  the  control  would  not  justify  the  clerical  effort  necessary. 
In  such  cases  it  is  better  to  assign  these  costs  to  an  administrative  cost 


centre. 
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Some  costs,  by  their  nature,  are  considered  the 
responsibility  of  more  than  one  segment  of  an  organization.  For 
example,  maintenance  and  fuel  expenses  may  involve  dual  responsibility 
on  the  part  of  maintenance  and  transportation  departments.  A  workable 
approach  is  to  assign  these  expenses  on  the  basis  of  prime  or  supply 
responsibility,  for  example,  maintenance  costs  to  the  maintenance 
department.  These  costs  can  also  be  noted  on  the  report  to  the 
department  with  secondary  or  user  responsibility,  for  example,  fuel 
costs  could  be  noted  on  the  transportation  report. 

BUDGETARY  CONTROL 

The  model  reporting  system  incorporates  budgetary  control 
techniques.  With  budgetary  control,  reports  compare  the  actual  results 
to  the  plan  and  show  variances  from  the  plan.  Performance  is  measured 
and  identified  with  responsibility  centres.  Variances  from  plan  are 
identified  with  managers  responsible. 

The  plan  in  the  reporting  system  is  the  approved  annual 
operating  plan  identified  with  assigned  areas  of  responsibility  in  the 
form  of  budgets.  Budgeting  procedures  are  discussed  further  in  Chapter  3. 

The  emphasis  on  measuring  actual  results  against  plan  is 
based  on  the  premise  that  planned  results  are  a  good  yardstick  of 
performance  and  provide  a  better  measure  than  comparison  with  previous 
year's  results.  Plans  are  more  appropriate  than  previous  year's  results 
because  plans  reflect  changes  anticipated  in  activity  levels,  prices, 
efficiency  etc.  The  variance  reported  should  indicate  where  corrective 
action  may  be  required  or  where  opportunities  for  improvement  exist. 


EXHIBIT  I 


MONTHLY 


QUARTERLY 


ANNUAL 


MONTHLY 


MONTHLY 


SUMMARY  OF  MODEL  MANAGEMENT  REPORTS 


REPORTS  FOR  THE  GENERAL  MANAGER 


Commentary 

Statement  of  Operations  showing  - 
Revenue  by  source  summarized 
Costs  by  department 
Statistics 

Operating  Revenue  showing  - 
Revenue  by  source  detailed 
Statistics 

Operating  Costs  showing  - 

Operating  costs  by  department  and  significant 
class  of  cost  element 

Selected  Operating  Costs  per  Revenue  Mile 

Employees 

Trend  Graphs  showing  - 
Passengers 
Revenue  miles  etc. 

Condensed  Balance  Sheet 

Working  Capital 

Capital  Expenditure 


Service  data 
Fare  structure 
Vehicle  fleet 

Employees  and  hourly  rates 


REPORTS  FOR  DEPARTMENT  MANAGERS 


Transportation  showing  - 

Costs  by  activity  and  statistics 

Operator  Utilization 

Equipment  and  Vehicle  Maintenance  -  Summary  showing  - 
Costs  by  activity  and  statistics 

Detail  showing  - 

Costs  by  activity  and  by  cost  element 

Premises  and  Plant  -  Summary  showing  - 

Costs  by  activity  and  number  of  employees 

Detail  showing  - 

Costs  by  activity  and  cost  element 

General  and  Administrative  -  Summary  showing  - 
Costs  by  activity  and  number  of  employees 

Detail  showing  - 

Costs  by  activity  and  cost  element. 

ACTIVITY  REPORTS  FOR  SUPERVISORS  OR  FOREMEN 


Activity  Costs  showing  - 
Cost  elements 


OCCAS IONAL  REPORTS 


Route  Analysis 
Service  Change  Analysis 

Analysis  of  Fares  Collected  for  Regular  Passenger  Service 
Vehicle  Costs 
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MODEL  MANAGEMENT  REPORTING  SYSTEM 


The  model  management  reporting  system  is  discussed 
under  these  headings: 

Management  Structure 
Report  Frequency 
Report  Format 

Monthly  reports  to  general  manager 
Monthly  reports  to  department  managers 
Activity  reports  to  supervisors  or  foremen 
Quarterly  reports 
Annual  reports 
Occasional  reports. 

A  summary  of  the  model  reports  is  shown  opposite  as 
Exhibit  I.  These  reports  are  discussed  and  illustrated  in  the  text 
and  a  complete  set  of  sample  reports  is  attached  as  Appendix  A. 

MANAGEMENT  STRUCTURE 

The  model  management  reporting  system  is  designed  to 
fit  the  management  structure  of  a  medium-size  municipal  transit  operation 
with  three  management  levels:  general  management,  departmental  managers 
and  supervisors  or  foremen. 

The  main  functions  are  identified  as  the  responsibility 
of  the  following  departments: 

(a)  Transportation  (i.e.  operation  of  vehicles) 

(b)  Equipment  and  vehicle  maintenance 
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(c)  Premises  and  plant  (i.e.  maintenance  of  premises  and  routes) 

(d)  General  and  administrative  (including  finance). 

This  classification  of  functions  is  important  in  the 
model  reporting  system  since,  applied  uniformily,  it  makes  it  easier 
to  compare  different  transit  operations. 

Specific  activities  are  treated  as  the  responsibility 
of  separate  sections  within  these  functions  or  departments.  For  any 
transit  operation,  variations  from  the  management  structure  suggested 
in  the  model  may  require  modifications  in  classification  or  presentation 
of  information  in  the  reports. 

Managers  should  receive  reports  on  their  own  area  of 
responsibility,  together  with  copies  of  reports  to  subordinates  on 
their  respective  areas  of  responsibility.  For  example,  the  general 
manager  should  get  a  report  on  total  operations,  together  with  a  copy 
of  the  departmental  reports  provided  to  the  department  managers.  In 
his  report,  the  department  manager  will  get  information  reported  to 
supervisors  or  foremen  within  the  department.  Thus  managers  have 
information  on  which  to  act  and  make  decisions  and  will  be  informed  of 
the  performance  of  individual  subordinates. 

Although  all  municipal  transit  operations  are  responsible 
to  municipalities  to  provide  transit  services,  there  are  considerable 
variations  in  organizations  and  operations  which  may  also  affect  the 
reporting  structure,  for  example: 

(a)  Transit  operations  take  various  legal  forms  including 

departments  of  the  Municipality  or  Public  Utility  Commissions, 
separately  incorporated  Transit  Commissions  or  private 
companies. 


-  I  ...  .  :  •  •  '..-r-  ,  '  .1  «J 
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(b)  Some  operations  have  other  activities  unrelated  to  transit, 

or  they  may  share  people,  resources  and  services  with  other 
municipal  activities. 

(c)  The  nature  and  size  of  operations  affect  the  number  of 

management  levels  and  managers  at  each  level  and,  as  a 
consequence,  the  number  and  content  of  reports  required. 

(d)  The  relative  materiality  of  activities  and  accounts  affect 

their  presentation  in  the  reports. 

These  differences  have  to  be  considered  when  tailoring 
the  model  reporting  system  to  an  individual  operation.  However,  the 
basic  transit  functions  outlined  in  the  model  and  the  basic  reporting 
concepts  used  are  generally  appropriate. 

REPORT  FREQUENCY 

The  frequency  of  reports  depends  on  their  content  and 
use.  The  model  management  reporting  system  provides  for  most  financial 
and  statistical  data  on  operations  to  be  available  for  each  accounting 
period.  The  accounting  period  may  be  a  calendar  month  which  is 
traditional  and  used  in  the  model  or  a  four  week  period.  A  four  week 
period  presents  some  advantages.  It  can  facilitate  planning,  accounting 
and  interpretation  of  reports  because  adjustments  for  a  fluctuating 
number  of  days  and  week-ends  are  not  needed. 

Quarterly  reports  are  suggested  on  operating  trends, 
balance  sheet,  working  capital  changes  and  capital  expenditure. 

Basic  background  information  on  the  operation  and  market  served  is 
suggested  for  quarterly  or  annual  reporting,  depending  on  changes 


in  the  information  and  its  use. 


* 
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Occasional  management  reports  are  necessary  on  some 
aspects  of  transit  service  and  equipment.  Reports  are  recommended  for 
route  analysis,  passenger  analysis,  vehicle  costs  and  service  change 
costs.  Obviously  other  operating  and  management  reports  not  specified 
may  also  be  needed  for  special  purposes  at  longer  or  shorter  intervals, 
such  as,  daily  reports  on  fares  collected  for  up-to-date  information, 
weekly  reports  on  labour  hours  for  prompt  review,  non-routine  reports  on 
the  origin  and  destination  of  passengers  for  service  planning  etc. 

REPORT  FORMAT 


The  monthly  reports  are  designed  in  a  standard  format 
to  make  them  easier  to  prepare  and  use.  The  reports  provide  for  actual, 
budget  and  variance  figures  for  the  current  month  and  year  to  date, 
for  both  financial  and  statistical  data.  Statistics  are  included  in 
the  financial  reports  to  provide  useful  management  information  and  to 
relate  the  financial  data  to  activity  levels,  particularly  when  activity 
levels  vary  significantly. 

The  standard  format  provides  for  actual  results  to  be 
compared  with  the  planned  results.  Most  transit  operations  find  it 
useful  to  prepare  budgets  and  compare  actual  and  plan.  However,  where 
it  is  preferred  not  to  use  budgets,  the  comparison  should  be  made  between 
the  actual  results  for  the  reporting  period  and  those  for  the  previous 
year. 

Reports  should  be  numbered  at  the  top  right  hand 
corner  and  cross  referenced  to  supporting  reports.  A  simple 
referencing  system  is  used  in  the  model  reports  based  on  numbering 
all  reports  in  the  sequence  in  which  they  are  presented  monthly. 


■ 
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A  separate  series  is  used  for  quarterly  reports  which  are  identified 
by  the  prefix  "Q".  An  alternative  system  could  use  two  digits  with 
the  first  digit  indicating  whether  a  report  dealt  primarily  with 
revenue,  expenses,  assets  or  liabilities. 

For  ease  of  reading  and  to  avoid  unnecessary  detail, 
figures  should  be  abbreviated  to  whole  dollars,  or  hundreds  or  thousands 
of  dollars  and  so  described. 

MONTHLY  REPORTS  TO  GENERAL  MANAGER 

The  monthly  reports  to  the  General  Manager  should 
consist  of  the  following: 

Commentary 

1.  Statement  of  Operations 

2.  Operating  Revenue 

3.  Operating  Costs 

4.  Selected  Operating  Costs  per  Revenue  Mile 

5.  Employees 

Copies  of  Department  Managers'  Reports: 

6.  Transportation 

7.  Operator  Utilization 

8.  Equipment  and  Vehicle  Maintenance  -  Summary 
9/10.  Equipment  and  Vehicle  Maintenance  -  Detail 

11.  Premises  and  Plant  -  Summary 

12.  Premises  and  Plant  -  Detail 

13.  General  and  Administrative  -  Summary 


14. 


General  and  Administrative  -  Detail 
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In  smaller  operations,  the  foregoing  Departmental 
reports  may  not  be  needed. 

On  a  quarterly  basis  the  General  Manager  should  also 

receive  - 


Ql.  Trend  Graphs 

Q2.  Condensed  Balance  Sheet 

Q3.  Working  Capital 

Q4.  Capital  Expenditure. 

The  contents  and  purpose  of  each  report  is  described 


below. 


Commentary 

There  should  be  a  brief  narrative  to  highlight  for  the 
General  Manager  the  key  information  in  the  reports  or  related  thereto. 

The  General  Manager  uses  this  commentary  in  order  to  get  an  overview 
of  operating  results  and  to  have  key  aspects,  of  significance  to  senior 
management,  drawn  to  his  attention  in  one  report  without  having  to  review 
all  reports  in  detail.  In  addition  the  commentary  provides  relevant 
comments  and  explanations  which  are  not  otherwise  readily  available. 

Comments  might  cover  the  following: 

(a)  Operating  highlights 

(b)  Explanations  of  major  variations  from  plan  for  the  current  period 

and  year  to  date,  and  comments  on  the  expected  effect  to  the 
end  of  the  year. 

(c)  Comments  on  the  long-run  significance  of  variations  from  plan. 


EXHIBIT  II 


(date)  (reporting  unit) 


f  YEAR  TO  DATE 

MONTH 

Actual 

Plan 

Better 

IWorse) 

than 

Plan 

STATEMENT  OF  OPERATIONS 

Ref. 

Actual 

Plan 

Better 
Wo  rse) 
than 
Plan 

OPERATING  REVENUE 

Passenger  service 

Regular 

Charter,  sightseeing  and  other 

2 

2 

Total  Passenger  Service 
Advertising 

Concessions 

Other  operating 

2 

2 

2 

2 

- 

Total  Operating  Revenue 

2 

DEPARTMENTAL  COSTS 

Transportation 

Fuel 

Equipment  and  vehicle  maintenance 
Premises  and  plant 

General  and  administrative 

3,  6 
3,  4 
3,  8 
3,11 
3,13 

Total  Departmental  Costs 

3 

Net  operating  income  after 
department  costs 

OTHER  INCOME 

OTHER  EXPENSES 

Capital  expenditure  charge 

Financial 

Other  expenses 

3 

Total  Other  Expenses 

Net  income  before  financial 
assistance 

Financial  assistance 

NET  INCOME 

STATISTICS 

Passenger  service  -  regular 
Passengers  (000  omitted) 

Revenue  miles  (000  omitted) 

A 

z 

2 

Passengers  per  revenue  mile 

2 

Operating  revenue  per  revenue  mile 

Operating  costs  per  revenue  mile 

V _ 

Employees 

Operators 

Other 

5 

5 

J 
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(d)  Factors  affecting  the  long-run  position  of  the  operation  which 

do  not  directly  relate  to  current  operating  results  and 
financial  position  (e.g.  changes  in  service  levels  which 
were  not  included  in  previous  budgets). 

(e)  Action  being  taken  based  on  the  reported  variations. 

This  commentary  will  usually  be  prepared  by  the  senior 
financial  officer  based  on  his  analysis  of  results  and  discussions  with 
departmental  managers.  In  larger  operations,  the  commentary  may  be 
prepared  from  similar  reports  on  department  operations  made  by  the 
department  managers. 

A  standard  form  is  not  suggested  for  the  Commentary 
because  of  the  variations  in  comments  required.  However  management 
may  wish  to  receive  a  form  standardized  for  their  own  operations 
for  ease  of  reference. 

Statement  of  Operations  (Exhibit  II) 

The  Statement  of  Operations,  illustrated  opposite, 
summarizes  the  operating  results  for  the  month  and  year  to  date  with 
comparison  to  plan. 

This  is  the  main  control  report  on  overall  financial 
results,  related  to  service  levels  and  in  comparison  with  the  planned 
results . 

Revenue  is  summarized  by  source  and  operating  costs 
by  main  functions  or  departments,  with  fuel  and  fuel  taxes  isolated 
because  of  their  significance.  Net  Operating  Income  is  shown  separately 
from  non-operating  income  and  expenses. 


EXHIBIT  III 


(date)  (reporting  unit) 


(  YEAR  TO  DATE  > 

r  MONTH 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

OPERATING  REVENUE 

Ref. 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

PASSENGER  SERVICE 

Regular 

Fare 

Passenger  subsidy  (specify) 
Contract  subsidy  (specify) 

Contract  services  (specify) 

Total  Regular 

1 

Charters 

School 

Local 

Extra  urban 

Other  (specify) 

Total  Charter 

Sightseeing 

Other  passenger  services  (specify) 

Total 

_ 

Total  charter,  sightseeing 
and  other 

1 

I 

TOTAL  PASSENGER  SERVICE 

| 

Advertising 

Concessions 

Other  operating  revenue  (specify) 

1 

1 

1 

Total  Other  Operating  Revenue 

TOTAL  OPERATING  REVENUE 

1 

— 

REVENUE  STATISTICS 

Revenue  miles  (000  omitted) 

Regular 

Charters 

Sightseeing 

Other  passenger  services 

1 

Total  Revenue  Miles 

Passenger  revenue  per  revenue  mile 
Regular 

Charters 

Sightseeing 

Other  passenger  services 

Total  Passenger  Revenue  Per 
Revenue  Mile 

Regular  passengers  (000  omitted) 

1 

Passengers  per  revenue  mile 

1 

V _ 

Average  fare  per  regular  passenger 

_ J 
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Basic  statistics  are  shown  on  passenger  service 
provided  (Revenue  Miles)  and  service  utilized  (Passengers  per  Revenue 
Mile).  Operating  revenue  and  costs  are  expressed  as  a  factor  of 
revenue  miles.  Number  of  Operators  and  other  employees  are  shown. 

The  item  "capital  expenditure  charge"  shown  on  the 
statement  of  operations  is  a  broad  term  which  can  be  used  to  refer  to 
depreciation  where  normal  business  accounting  principles  are  applied 
or  to  refer  to  other  charges  for  capital  expenditure,  where  municipal 
accounting  practices  are  applied.  Whichever  basis  is  followed,  an 
adequate  charge  for  capital  expenditure  is  required.  Capital  expenditure 
charges  and  financial  costs  are  not  included  with  Department  Costs 
because  of  their  nature  and  to  facilitate  the  preparation  of  reports 
to  the  Ontario  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  as  discussed  in  Chapter  5. 

If  significant,  a  supporting  schedule  for  other  income 
and  other  expenses  should  be  provided. 

Operating  Revenue  (Exhibit  III) 

This  report  shown  opposite  provides  the  detail  on 
revenue  by  source  which  is  summarized  on  the  Statement  of  Operations. 
Revenue  from  passenger  service  is  supplemented  by  data  on  revenue 
miles  by  type  of  service.  The  number  of  regular  passengers  and  average 
fare  are  also  reported. 

The  statement  allows  management  - 

(a)  to  evaluate  current  and  year  to  date  revenue 

(b)  to  compare  results  to  plan  for  each  source  of  revenue  and 

(c)  to  identify  areas  requiring  further  investigation  and/or  action. 


EXHIBIT  IV 


(date)  (reporting  unit) 


(  YEAR  TO  DATE 

MONTH 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

OPERATING  COSTS 

Ref. 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

TRANSPORTATION 

Salaries  and  wages 

Operators 

Other 

Fringe  benefits 

Uniforms 

Licences 

Rent 

Other 

6 

. 

Total 

1 

FUEL 

Fuel 

Fuel  taxes 

8 

Total 

1 

EQUIPMENT  AND  VEHICLE  MAINTENANCE 
Salaries  and  wages 

Fringe  benefits 

Parts  and  supplies 

Purchased  repairs  and  services 
Other 

8 

Total 

1 

PREMISES  AND  PLANT 

Salaries  and  wages 

Fringe  benefits 

Light,  heat  and  water 

Maintenance  supplies 

Purchased  maintenance  services 
Municipal  taxes 

Rent 

Other 

11 

Total 

1 

GENERAL  AND  ADMINISTRATIVE 

Salaries  and  wages 

Fringe  benefits 

Insurance 

Claims  and  damages 

Adver  tising 

Office  supplies 

Telephone  and  telegraph 
Professional  fees 

Other 

13 

Total 

1 

TOTAL  DEPARTMENTAL  OPERATING  COSTS 

FINANCIAL 

Interest 

Provision  for  reserves  and 
reserve  funds 

Other 

v-  - 

. 

Total 

1 

- J 
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The  statement  may  highlight  a  need,  and  provide  some 
input,  for  studies  of  the  profitability  of  types  of  service  or  sources 
of  revenue  which  will  assist  in  making  decisions  concerning  fare 
structuring  and  levels  and  types  of  services  provided. 

Passenger  statistics  for  Regular  Passenger  Service  are 
generally  based  on  fares  collected,  rather  than  on  an  actual  count  of 
passengers  by  route,  because  of  the  difficulties  of  accounting  for 
transfers.  Ticket  fares  collected  can  be  determined  by  counting  or 
weighing  the  tickets  collected.  Cash  fares  collected  can  be  determined 
from  the  total  of  cash  fares  by  applying  a  proven  formula  developed 
during  a  Passenger  Analysis  study. 

Passenger  Analysis  and  Route  Analysis  are  generally 
prepared  as  needed.  They  are  discussed  later  as  Occasional  Reports. 
Detailed  analysis  of  passengers  and  service  utilization  by  route  are 
not  recommended  as  routine  monthly  reports  because  the  amount  of 
work  involved  is  excessive  in  relation  to  the  usefulness  of  the  data 
provided. 

Operating  Costs  (Exhibit  IV) 

The  Operating  Costs  report  provides  detailed  information 
by  major  cost  element  for  each  of  the  main  departments  or  functional 
cost  centres  as  summarized  in  the  Statement  of  Operations. 

The  statement  allows  management  to  evaluate  current 
and  cumulative  results  in  relation  to  plan,  for  each  major  cost  element. 
Significant  variations  from  plan  should  be  explained  in  the  Commentary 
which  prefaces  the  reports. 


EXHIBIT  V 


(date)  (reporting  unit) 


^  YEAR  TO  DATE  ^ 

r 

MONTH 

N 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

SELECTED  OPERATING  COSTS 

PER  REVENUE  MILE 

Ref. 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

TRANSPORTATION 

6 

FUEL  AND  FUEL  TAXES 

8 

EQUIPMENT  AND  VEHICLE  MAINTENANCE 
Salaries  and  wages 

Fringe  benefits 

Parts  and  supplies 

Purchased  repairs  and  maintenance 
Other 

8 

. 

Total 

EXHIBIT  VI 


(date)  (reporting  unit) 


(  YEAR  TO  DATE  ^ 

f 

MONTH 

Better 

EMPLOYEES 

Better 

Actual 

Plan 

(Worse) 

than 

Ref. 

Actual 

Plan 

(Worse) 

than 

Plan 

Plan 

TRANSPORTATION 

6 

Operators 

Other 

Total 

EQUIPMENT  AND  VEHICLE  MAINTENANCE 

8 

Shop 

Garage 

Other 

Total 

PREMISES  AND  ROUTES 

11 

GENERAL  AND  ADMINISTRATION 

13 

| 

ALL  DEPARTMENTS 

1 

Operators 

1 

Other 

1 

. 

Total 

1 

V 

y 
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Selected  Costs  Per  Revenue  Mile  (Exhibit  V) 

Certain  costs  vary  almost  directly  with  the  number  of 
revenue  miles  of  service  provided.  The  cost  per  revenue  mile  should 
remain  fairly  constant.  The  relationship  between  these  costs  and 
revenue  miles  is  shown  on  this  report.  Changes  in  cost  per  revenue 
mile  may  arise  from  changes  in  efficiency  or  prices.  Significant 
changes  should  be  analysed  to  determine  their  causes  and  what  actions 
are  required. 

Employees  (Exhibit  VI) 

The  major  element  of  cost  in  any  transit  operation  is 
salaries  and  wages,  and  control  over  the  number  of  employees  is 
a  major  factor  in  controlling  this  cost.  This  report  compares 
the  actual  number  of  employees  to  the  plan,  both  for  current  month 
and  average  totals  for  the  year  to  date. 

MONTHLY  REPORTS  TO  DEPARTMENT  MANAGERS 

The  next  level  of  responsibility  to  the  General 
Manager  is  the  level  of  the  Department  Managers. 

As  emphasized  earlier,  the  detailed  classifications 
in  the  Departmental  Reports  can  be  modified  to  correspond  to  the 
particular  needs  and  organization  structure  of  an  individual  operation. 
In  smaller  operations,  Departmental  Reports  may  not  be  needed. 
Generally,  considerable  detail  is  provided  in  the  model  reports  on 
the  assumption  that  it  is  easier  for  individual  operators  to  eliminate 
unnecessary  detail  rather  than  to  add  new  items. 


EXHIBIT  VII 


(date) 

/ 

(reporting  unit) 

/ 

YEAR  TO  DATE 

f  MONTH 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

OPERATOR  UTILIZATION 

Ref. 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

Operator  hours 

Regular 

On  Duty 

Stand-by 

Unassigned 

Total  Regular 

Overtime 

On  Duty 

Stand-by 

Unassigned 

Total  Overtime 

Total  Operator  Hours 

%  Overtime  to  Total  Operator  Hours 

%  Revenue  Hours  to  Total  Operator 
Hours 

V 

J 

17  - 


The  statements  prepared  for  the  Department  Managers 
provide  a  measure  of  the  results  within  their  area  of  responsibility 
and  sufficient  information  to  identify  significant  variations  for 
analysis  and  possible  action. 

The  statements  show  the  expenses  incurred  by  each 
department  summarized  by  activity.  Additional  information  on  each 
elements  of  cost  is  provided  in  a  supplementary  detail  report  except 
for  the  Transportation  Department  where  the  cost  detail  is  incorporated 
in  the  one  report. 

Where  relevant,  activity  expenses  are  also  analysed 
by  cost  per  revenue  mile.  Because  of  the  importance  of  labour  costs 
to  the  system,  additional  statistics  are  included  on  employees, 
also  classified  by  activity. 

Model  reports  for  all  departments  are  included  in 

Appendix  A. 

Operator  Utilization  (Exhibit  VII) 

This  report  is  based  on  an  analysis  of  total  operator 
hours  and  provides  a  measure  of  the  effective  use  of  operator  time 
in  the  Transportation  Department. 

The  Operator  Utilization  report  compares  actual  and 
planned  Regular  and  Overtime  Hours,  broken  down  by  On  Duty,  Stand-by 
and  Unassigned  Hours.  The  amount  of  overtime  and  revenue  hours  are 
related  to  operator  hours  as  measures  of  labour  utilization. 

The  On  Duty  category  includes  the  time  spent  actually 
operating  vehicles,  between  scheduled  runs  and  on  rest  and  meal  periods, 
usually  as  specified  by  the  Operator  Union  Contract. 
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Stand-by  time  consists  of  the  time  spent  "covering"  or 
on  "stand-by"  as  a  potential  replacement  for  another  operator. 

The  Unassigned  category  is  that  time  when  the  operator 
is  "on  call"  to  meet  a  minimum  guaranteed  number  of  paid  hours  as 
provided  for  in  many  Operator  Union  Contracts.  The  operator  need  only 
be  available  rather  than  present  on  the  transit  premises. 

The  Revenue  Vehicle  Hours  is  the  total  time  that  each 
of  the  transit  vehicles  is  in  passenger  service.  This  does  not 
include  time  spent  "dead-heading"  (i.e.  driving  time  from  the  garage 
to  the  beginning  of  a  run,  etc.)  but  does  include  waiting  time  between 
runs  at  "turn-around  points"  if  the  vehicle  can  be  boarded  by  passengers. 

ACTIVITY  REPORTS  TO  SUPERVISORS  OR  FOREMEN 


The  next  level  of  responsibility  below  the  Department 
Manager  is  the  level  of  Supervisor  or  Foreman.  In  some  transit  systems 
this  separate  level  of  responsibility  does  not  exist;  rather  the 
Department  Manager  directly  supervises  each  of  the  activities  in  his 
department. 

For  those  systems  where  supervisors  have  a  management 
responsibility,  a  report  on  their  area  of  responsibility  should  be 
distributed  to  them. 

The  form  and  content  of  the  report  to  supervisors 
should  be  similar  to  the  detailed  report  prepared  for  the  Department 
Manager,  except  that  the  activities  reported  should  be  restricted  to 
those  for  which  the  supervisor  is  responsible. 


EXHIBIT  VIII 


_  Q1 

(date) 


TREND  GRAPH 

ANNUAL  PASSENGERS  AND  REVENUE  MILES 


1966-1972 


PASSENGERS 
IN  MILLIONS 

PASSENGERS 
PER  MILE 


REVENUE  MILES 
IN  HUNDRED 
THOUSANDS 


YEAR 
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QUARTERLY  REPORTS 

Trend  Graphs  (Exhibit  VIII) 

Trend  Graphs  should  be  prepared  on  a  quarterly  basis 
showing  basic  operating  information  for  a  relevant  period,  such  as 
three  to  seven  years,  with  the  current  year  and  prior  year  by  quarter. 
Seasonal  factors  should  be  considered  when  interpreting  these  results. 
The  data  to  be  shown  on  the  graphs  includes: 

(a)  Passengers 

(b)  Revenue  miles 

(c)  Passengers  per  revenue  mile 

(d)  Estimated  population  served 

(e)  Employees 

(f)  Revenue 

(g)  Operating  costs 

The  purpose  of  the  Trend  Graphs  is  to  provide  significant 
statistical  data  in  a  form  which  is  readily  assimilated  by  the  reader. 
Graphs  are  particularly  useful  for  indicating  trends  and  disclosing 
relationships. 

The  graph  should  cover  a  period  which  is  long  enough  to 
assess  the  current  situation  and  possible  future  trends. 

Graphs  covering  longer  periods  than  seven  years  are 
essentially  of  historical  interest  and  are  more  appropriate  to  external 


annual  reports. 


EXHIBIT  IX 


(date) 


(reporting  unit) 

CONDENSED  BALANCE  SHEET 


(  END  OF  MONTH  ^ 


Actual 

Plan 

Better 

(Worse) 

than 

Plan 

CURRENT  ASSETS 

Cash  and  short  term  investments 

Accounts  receivable 

Inventory 

Other 

CURRENT  LIABILITIES 

Bank  loans,  overdrafts  and  short  term 
debt 

Accounts  payable 

Accrued  liabilities 

Other 

Working  capital 

LONG  TERM  ASSETS 

Investments 

Fixed  assets  (net) 

Other 

LONG  TERM  LIABILITIES 

i 

EQUITY  OR  SURPLUS 

1 

■: 

! 

- - - - 

l 

I 

! 

1 

i 

J 
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Condensed  Balance  Sheet  (Exhibit  IX) 

The  Condensed  Balance  Sheet  shows  the  financial  position 
of  the  operation  with  less  detail  than  the  annual  balance  sheet  prepared 
for  external  reporting.  A  quarterly  balance  sheet  is  sufficiently 
frequent  for  many  transit  operations  but  the  more  traditional  monthly 
balance  sheet  may  be  required  in  some  situations.  It  would  be  appropriate 
to  disclose  more  detail  if  required,  such  as  a  break  down  of  inventory. 
Additional  information  may  be  provided  by  way  of  notes  at  the  bottom  of 
the  statement  as  for  example,  on  capital  commitments  and  contingent 
liabilities. 

Working  Capital  (Exhibit  X  overleaf) 

A  Working  Capital  statement  is  commonly  part  of  the  annual 
external  report  and  is  also  useful  to  management. 

The  Working  Capital  statement  shows  the  working  capital 
derived  from  operations  and  the  effect  of  changes  in  fixed  assets,  long 
term  liabilities  and  capital  items. 

A  Working  Capital  statement  should  be  included  in  the 
General  Manager's  reports  on  a  quarterly  basis.  A  more  detailed  and 
more  frequent  report  should  also  be  maintained  by  the  Accounting  or 
Treasury  section  for  effective  cash  management  on  a  day  to  day  basis. 

Capital  Expenditure  (Exhibit  XI  overleaf) 

Capital  expenditure  should  be  controlled  through  the  use 
of  budgets  and  through  granting  specific  authority  to  specific  management 
personnel  to  requisition  or  approve  expenditure  to  a  predetermined  maximum 


limit . 


EXHIBIT  X 


(date) 

w  o 

(reporting  unit) 

YEAR  TO  DATE 

\ 

(  MONTH  ^ 

Actual 

Plan 

Better 

1  Worse) 
than 
Plan 

WORKING  CAPITAL 

Ref. 

Actual 

Plan 

Better 

IWorsel 

than 

Plan 

Working  Capital  from  Operations 
Net  income 

Add  (deduct)  charges  (profits) 
not  affecting  working  capita! 
Depreciation 

Amortization  of  long  term  det 
Profit  (loss)  on  sale  of  fixs 
Other 

- 

t 

d  assets 

Net  increase  (decrease)  in 
working  capital  from 
operations 

Add 

Long  term  debt  proceeds 
Disposal  of  fixed  assets 

Other 

Deduct 

Long  term  debt  retirements 
Capital  expenditure 

Other 

_ 

Net  change  in  working  capital 

Opening  working  capital 

1 

Closing  working  capital 

- ! - 

Notes 

1.  Outstanding  commitments  to 

end  of  year 

2.  (Other  notes  as  required) 


EXHIBIT  XI 


(date) 


Q4 


(reporting  unit) 


CAPITAL  EXPENDITURE 


Generally,  minor  capital  expenditures,  for  say,  small 
machine  replacements  under  $1,000,  are  budgeted  and  approved  through 
a  general  or  "blanket1’  authority.  Typically,  expenditures  under  a 
blanket  authority  are  spread  throughout  the  year. 

Large  capital  expenditures,  such  as  bus  purchases,  or 
significant  non-recurring  expenditures,  such  as  furniture  replacement, 
are  budgeted  and  approved  by  specific  authority. 

On  a  quarterly  basis  a  status  report  on  Capital  Expenditure 
should  be  prepared  for  the  General  Manager.  This  report  shows  the 
expenditure  for  the  year  to  date,  outstanding  commitments  and,  for 
specific  authorities  only,  the  costs  to  complete.  The  total  is 
then  compared  to  the  original  authority  or  plan. 

The  amount  shown  as  the  plan  for  blanket  authorities 
should  be  a  proration  of  the  annual  budget.  Plan  for  specific 
authorities  should  be  the  total  authorized-. 

ANNUAL  REPORTS 

Background  information  on  the  operation  and  the  market 
served  needs  to  be  provided  annually  to  senior  management  and  interested 
parties  outside  the  transit  operation  with  updating  during  the  year  as 
the  information  changes. 

These  reports  should  compare  current  data  to  previous 

years  in  order  to  disclose  long  term  trends  for  the  following  data: 

(a)  Service 

Population  served 
Area  served 
Street  miles 
Route  miles  by  route 


ROUTE  ANALYSIS 


EXHIBIT  XII 
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(b)  Fare  Structure 

(c)  Passenger  Vehicle  fleets 

(d)  Service  Vehicles 

(e)  Employees  (including  important  data  from  union  agreements 

such  as  top  and  average  hourly  rates  of  key  positions) . 

Data  on  population  and  area  served  should  normally  be 
obtained  from  municipal  sources.  Data  on  street  miles  served  and 
route  miles  should  be  prepared  from  the  route  maps.  Other  data  on 
fares,  vehicles  and  employees  should  be  prepared  from  current  operating 
records. 

OCCASIONAL  REPORTS 


Occasional  reports  which  provide  important  information 
other  than  on  a  routine  periodic  basis  are  discussed  below.  These 


reports  cover  the  following  key  areas 


Route  Analysis  -  Analysis  of  passengers  on  a  route 

as  a  basis  for  establishing  the 
need  to  change  service  levels 


Service  Change  Analysis 


Analysis  of  the  cost  of  service  changes 
contemplated 


Passenger  Analysis 


Analysis  of  passenger  mix 


Vehicle  cost 


Analysis  of  vehicle  costs  for 

replacement  and  related  decisions. 


Route  Analysis  (Exhibit  XII) 

The  Route  Analysis  shows  passenger  loads  by  route 
determined  by  special  studies  and  is  used  to  determine  whether  the  level 
of  service  should  be  changed.  The  Route  Analysis  shows  average  and  peak 
passenger  loads  by  route  based  on  passenger  counts  for  various  time 
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periods  for  selected  days.  Such  counts  are  made  for  typical  weekdays 
or  weekends  when  circumstances  indicate  a  potential  need  to  change 
service  levels. 

Experience  or  comparison  with  predetermined  guidelines 
on  service  levels  would  indicate  where  service  should  be  changed. 

A  sample  Route  Analysis  form  is  shown  opposite  the 
previous  page  and  discussed  below. 

The  number  of  passengers  would  be  studied  and  reported 
for  those  time  periods  with  significantly  different  passenger  levels, 
for  example: 

-  morning  peak 

-  morning  normal 

-  afternoon  normal 
afternoon  peak 
evening 

maximum  ^  hour. 

The  results  in  the  current  Route  Analysis  could  be 
compared  to  the  previous  Route  Analysis  to  identify  significant  changes 
in  usage  on  that  route. 

The  data  in  the  Route  Analysis  is  grouped  as  follows: 

Schedule  Data 

-  Observed  Data 

-  Calculated  Parameters 

The  Schedule  Data  is  provided  by  the  operations  schedule. 
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The  Observed  Data  provides  information  on  Total 
Passengers,  Peak  Passenger  Load  and  Average  Round  Trip  Time 
for  each  time  period.  Each  of  these  items  is  obtained  by  observers 
riding  on  each  of  the  vehicles  on  the  route  being  studied  (often 
referred  to  as  a  "riding  count").  Such  a  count  involves  recording 
passenger  activity  at  each  vehicle  stop  in  terms  of  "offs",  "ons" 
and  "transfers"  and  measuring  elapsed  vehicle  times  between  control 
points.  It  is  also  possible  to  identify  the  "peak  load  point"  on 
the  route  for  further  study  by  a  "stationary  count",  i.e.  a  count  of 
passengers  passing  one  location,  if  required. 

The  Calculated  Parameters  are  derived  from  the  Schedule 
Data  and  the  Observed  Data  to  aid  in  the  assessment  of  the  level  of 
service  provided  and  used.  Passengers  per  Revenue-Mile  is  used  as 
an  overall  measure  of  the  passenger  utilization  of  the  route  and  as 
a  measure  of  the  demand  for  service  in  comparison  with  other  routes. 

The  Average  and  Peak  Passenger  Loads  are  compared  to  Average  Seated 
and  Total  Vehicle  Capacity  as  measures  of  vehicle  utilization  and  to 
compare  with  pre-determined  guidelines.  Such  guidelines  should  be 
based  on  policy  as  to  the  level  of  service  to  be  provided  and  recognize 
demand  and  operating  constraints.  For  example,  it  may  be  decided  that 
average  passenger  loads  should  not  exceed  80%  of  seated  capacity  at  off- 
peak  times  or  that  passengers  per  revenue  mile  should  not  be  less  than 
a  specific  figure  at  off-peak  times. 


. 
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Service  Change  Analysis 

Changes  in  the  level  and  nature  of  service  are  constantly 
being  made  by  transit  systems  and  require  an  analysis  of  incremental 
costs  (e.g.  the  net  change  caused  in  revenue  and  costs).  Accounting 
techniques  appropriate  for  this  purpose  are  discussed  in  Chapter  4  under 
the  heading  ’’Cost  Analysis”. 

The  analysis  of  changes  in  revenue  and  expenses  should 
start  with  a  comprehensive  analysis  of  the  nature  of  service  change 
being  planned.  Among  the  factors  which  might  be  considered  when 
analysing  the  nature  of  the  service  are: 

(a)  Type  of  change 

Objective  of  change 

Demand  for  services 

New  route 

Extension  of  existing  route 

Change  in  headway 

Change  in  type  or  class  of  vehicle 

(b)  Mileage  changes 

(c)  Changes  in  staff  (number  and  job  classification) 

(d)  Equipment  requirements 

New  equipment 

Increased  usage  of  existing  equipment 

(e)  Effect  on  "overhead”  expenses 

The  nature  of  the  service  change  should  be  broken  down 
into  quantitative  components  which  can  then  be  translated  into  financial 
terms. 

A  review  of  the  detailed  financial  statements,  statistical 
data  and  other  relevant  cost  data  provide  the  financial  criteria  to 
determine  the  cost  of  these  changes.  For  example,  fuel  and  maintenance 
costs  can  be  determined  from  departmental  financial  statements  after 


EXHIBIT  XIII 


(date) 


(reporting  unit) 


ANALYSIS  OF  FARES  COLLECTED  FOR  REGULAR  PASSENGER  SERVICE 


Ticket  Fares 

Adults 

Children 

Students 

Other  (specify) 

No .  of 
Fares 

%  of 
Total 

Total  Ticket  Fares 

Cash  Fares 

Adults 

Children 

Students 

Other  (specify) 

Total  Cash  Fares 

Combined 

Adults 

Children 

Students 

Other  (specify) 

Total  Fares 

100% 
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reviewing  how  activities  and  elements  of  costs  would  vary  with  the  change 
in  service  level  under  study.  Fuel  costs  and  some  maintenance  costs  would 
likely  change  directly  in  proportion  to  changes  in  revenue  miles.  Other 
maintenance  costs,  such  as  supervisory  or  maintenance  space  costs,  should 
change  slightly,  if  at  all,  unless  fewer  or  more  vehicles  are  needed  or 
revenue  miles  change  significantly. 

Passenger  Analysis  (Exhibit  XIII) 

At  least  once  annually  it  is  desirable  to  examine  the 
mix  of  passengers.  Analysis  of  passengers  into  adults,  children, 
students  and  other  rate  groups  can  be  particularly  useful  when  considering 
changes  to  the  fare  structure  or  in  evaluating  variances  in  average  fares 
collected. 

A  suggested  form  for  Passenger  Analysis  is  shown  opposite. 

This  analysis  is  based  on  sample  studies  for  representative 
periods.  Some  relevant  study  techniques  are  discussed  briefly  below. 

An  analysis  of  Ticket  Fares  would  require  an  actual  ticket 
count  by  rate  class.  This  count  is  made  easier  by  using  different  colours 
for  each  class  of  ticket. 

An  analysis  of  Cash  Fares  can  be  done  in  a  number  of  ways. 
The  number  of  cash  fares  in  each  rate  class  can  be  found  by: 

(a)  counting  all  passengers  in  each  class  depositing  a  fare  and 

(b)  by  deducting  therefrom,  the  number  of  tickets  in  each  class 

determined  by  a  fare  box  count. 

An  easier  but  less  accurate  basis  would  be  to  assume 
the  same  mix  of  passengers  paying  cash  fares  as  depositing  tickets. 


EXHIBIT  XIV 


(date) 


(reporting  unit) 


VEHICLE  COSTS 


Costs 


Cost 

per 

Mile 


Fleet 


Direct  Variable 
Fuel 

Fuel  tax 
Maintenance 
Labour 
Materials 

Cleaning  and  servicing 
Labour 
Materials 


Total  direct  variable 

Direct  Fixed 

Depreciation 

Vehicle  rental 

Licences 

Insurance 

Total  direct  fixed 

Indirect 

Maintenance  overhead  (1) 

Premises  -  shop  (1) 

Premises  -  garage  (2) 

Total  indirect 

TOTAL  FLEET  COSTS 

Basis  of  allocation 

(1)  Labour  costs  for  maintenance 

cleaning  and  servicing 

(2)  Number  of  vehicles 
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Vehicle  Costs  (Exhibit  XIV) 

From  time  to  time  replacement  and  other  decisions  have 
to  be  made  by  management  regarding  fleets  of  vehicles.  Fleet  decisions 
require  an  analysis  of  costs  identified  with  a  particular  fleet.  A 
suggested  cost  analysis  form  for  this  purpose  is  illustrated  opposite. 

In  comparing  two  or  more  different  fleets,  costs  which 
cannot  be  directly  identified  with  a  particular  fleet  should  not  be 
included.  Thus  such  costs  as  operator  wages  (which  are  a  function  of 
the  schedule),  maintenance  of  buildings  and  routes,  etc.  are  not  included. 

Other  aspects  of  vehicle  decisions  are  discussed  in 
connection  with  planning,  cost  analysis  and  capital  expenditure. 


CHAPTER  3  —  MANAGEMENT  PLANNING 
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CHAPTER  3  ~  MANAGEMENT  PLANNING 

INTRODUCTION 

Most  managers  are  involved  in  day-to-day  operations 
and  planning  ahead.  Because  of  the  pressure  of  day-to-day  activities, 
they  typically  take  most  of  a  manager* s  time.  Consequently,  planning 
frequently  gets  little  attention. 

However,  day-to-day  decisions  made  without  reference  to 
longer  range  plans  can  be  time-consuming,  inefficient  and  incompatible 
with  long  range  interests  of  the  whole  operation. 

Transit  plans  need  to  fit  with  the  plans  of  the  municipality 
because  of  the  role  of  the  municipality,  its  responsibility  for  municipal 
enterprises  and  the  inter-relationship  of  transit  with  other  municipal 
activities. 

Planning  requires  management  to  determine  where  operations 
should  be  headed  and  how  goals  should  be  reached.  In  addition,  plans  are 
useful  as  a  control  to  make  sure  that  planned  results  are  achieved  by  each 
part  of  the  operation  and  to  disclose  deviations  from  plan.  This  use  of 
plans  for  control  purposes  has  been  dealt  with  in  the  previous  Chapter  on 
Management  Information. 

Planning  helps  to  co-ordinate  functions  and  to  sort 
out  priorities  where  resources  are  limited  or  goals  conflict.  Emphasis 
is  given  to  key  elements  of  operations  and  performance.  The  control  and 
evaluation  of  results  against  plans  heightens  awareness  of  performance 


and  costs. 
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Obviously,  management  action  is  required  to  make  plans 

a* 

work.  Planning  is  no  panacea.  Given  the  uncertainties  of  the  future, 
plans  should  not  be  considered  as  overly  precise  or  inflexible. 
Nevertheless,  a  sound,  comprehensive  and  continuing  planning  process 
is  a  vital  part  of  an  organized  management  approach. 

In  this  Chapter,  the  planning  process  and  preparation 
of  budgets  are  described  under  these  headings: 

The  planning  process 
Setting  objectives 
Long  range  plans 
The  annual  budget 
Departmental  budgets 
Cash  budget 
Capital  expenditure 

THE  PLANNING  PROCESS 

The  planning  process  involves  these  phases: 

(a)  Setting  objectives 

(b)  Preparing  the  plan 

(c)  Evaluating  the  plan 

(d)  Revising  the  plan 

(e)  Implementing  the  plan 

Evaluation  and  revisions  of  plans  may  be  repeated  until 
an  acceptable,  practical  plan  is  produced. 
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After  implementation,  control  is  exercised  by 
measuring  and  reporting  actual  performance  compared  to  plan  and 
by  evaluating  variances.  Ongoing  action  and  adjustments  are  required 
to  analyse  variances  and  to  take  advantage  of  opportunities  presented. 

The  end  result  of  the  planning  process  is  a  comprehensive 
plan  with  two  components:  a  long  range,  year  by  year,  plan  and  an  annual 
plan  or  budget  analysed  by  month.  Both  components  are  updated  from 
time  to  time  -  usually  annually. 

Generally,  the  long  term  plans,  typically  for  five 
years,  are  prepared  and  approved,  prior  to  the  more  detailed  plans 
being  made  for  the  short  term.  The  detailed  plans  form  the  budget 
for  the  fiscal  year. 

Typically  the  planning  process  is  made  the  prime 
responsibility  of  a  planning  committee  of  department  managers  with 
the  full  support  of  senior  management.  One  official  is  usually 
given  prime  responsibility  for  co-ordinating  the  planning  process  and 
reports  to  the  planning  committee.  Frequently  he  is  the  senior 
accounting  officer  because  much  of  the  data  on  which  the  plan  is 
based  and  much  of . the  plans  produced  are  of  a  financial  nature. 

The  planning  activities  are  usually  organized  with 
specific  responsibilities,  activities  and  deadlines  set  out  in  a 
formal  timetable.  Getting  the  first  plan  produced  usually  requires 
a  major  effort  by  managers  and  staff  involved.  Thereafter  the 
annual  updating  can  become  more  routine  and  more  refined. 
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The  last  quarter  of  the  fiscal  year  is  usually  the 
period  when  the  next  year’s  budget  is  prepared  and  the  long  range 
plan  revised  for  the  next  five  years.  Sufficient  time  must  be 
allowed  for  careful  preparation,  adequate  evaluation,  revisions  and 
consideration  by  senior  management.  Approved  budgets  should  be 
available  for  use  in  the  management  reports  for  the  first  period  of 
the  fiscal  year. 

SETTING  OBJECTIVES 


The  setting  of  broad  objectives  should  precede  the 
preparation  of  more  specific  plans.  These  objectives  should  state,  in 
a  realistic  and  specific  way,  the  results  to  be  achieved  if  the  transit 
operation  is  to  serve  its  purpose.  Policy,  needs,  resources  and  trends 
in  the  operation  and  municipality  must  be  considered  in  setting  objectives. 

This  involves  a  careful  review  of  such  matters  as  the 
general  plans  for  population,  land  development  and  service  needs  of  the 
municipality  or  region.  Route  structure,  level  and  type  of  service, 
equipment  and  financial  aspects  must  be  considered,  together  with  other 
factors  which  will  affect  the  future  character  of  the  operation. 

Objectives  must  be  set  for  the  functions  and  activities 
within  the  transit  operation  based  on  an  evaluation  of  programs  and 
priorities.  Management  at  all  levels  within  the  operation  should 
focus  its  attention  on  the  purposes  of  expenditures  rather  than  just 
their  nature.  It  is  more  important  to  evaluate  why  an  expenditure  is 
needed  and  what  it  is  expected  to  achieve,  than  the  make  up  of  the 
expenditure  i.e.  whether  salaries,  supplies  etc.  are  involved. 
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Under  this  concept,  senior  management  first  defines 
overall  objectives  and  policy  on  a  tentative  basis  as  a  framework 
for  developing  departmental  objectives.  Primary  responsibility  for 
proposing  departmental  objectives  and  recommending  changes  to  existing 
departmental  operations  rests  with  the  department  head  and  the  supervisors 
under  him.  Senior  management  has  the  responsibility  of  reviewing 
departmental  proposals  and  then  setting  firm  consolidated  objectives 
and  priorities. 

It  can  be  seen  that  the  setting  of  objectives  operates 
as  a  communication  system.  Recommendations  are  developed,  revised  and 
consolidated  in  the  light  of  total  operating  priorities  and  objectives, 
and  communicated  among  managers  at  all  levels. 

LONG  RANGE  PLANS 

Definite  long  range  plans  should  be  developed  in  order 
to  achieve  the  objectives  previously  set.  Specific  plans  should  be 
developed  for  each  area  of  activity  and  for  the  whole  operation  in 
respect  of  each  year  of  the  plan.  Transit  plans  and  the  process  by 
which  they  are  developed  need  to  be  integrated  with  municipal  planning. 
Municipal  plans,  such  as,  for  the  development  of  land  for  residential 
and  commercial  purposes  and  the  development  of  roads,  may  have  a  major 
impact  on  transit  operations. 

There  are  many  potential  drawbacks  and  fustrations 
inherent  in  long  range  planning  in  an  environment  where  not  all  the 
factors  affecting  operations  are  under  management's  control,  however. 
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some  form  of  long  range  planning  is  a  vital  part  of  any  sound 
management  system.  A  transit  operation  needs  to  develop  long  range 
projections  of  service,  revenues  and  expenditures  if  it  is  going  to 
give  itself  the  lead  time  needed  to  properly  assess  the  impact  on 
future  plans  of  present  day  decisions,  particularly  in  relation  to 
revising  existing  types  of  operations  and  the  introduction  of  expanded 
service  to  meet  the  public  needs.  Typically  some  decisions,  such  as, 
in  respect  of  financing,  fare  increases  or  vehicle  replacements,  by 
their  nature  require  careful  long  range  planning. 

In  the  initial  stages  when  a  long  range  planning 
system  is  put  into  effect,  the  projections  need  not,  and  indeed 
may  not  be  done  with  great  precision.  Greater  precision  can  be 
introduced  into  the  system  as  experience  is  gained.  Some  plans, 
such  as  for  capital  expenditure  and  financing,  may  be  prepared  in 
a  more  precise  way  than  others  because  of  their  nature  and  their 
potential  impact  on  operations. 

Basically  the  long  range  plans  are  prepared  in  a 
manner  similar  to  the  annual  budget  which  is  described  in  more  detail 
below.  The  long  range  plan,  although  specific,  is  less  detailed  than 
the  budget  for  the  next  twelve  months. 

Both  long  range  plan  and  budgets  must  mesh  and  cover 
all  functions  and  resources.  Service  levels  must  be  determined  first 
so  that  the  need  for  manpower,  equipment  and  other  resources  can  be 
established.  Revenue  and  expenses  can  then  be  developed  by  department 
and  for  the  total  operation  and  the  financial  needs  defined. 


. 
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Review,  adjustment  and  evaluation  of  alternatives  may 
lead  to  extensive  revisions  until  satisfactory  and  practical  plans  are 
approved. 

All  managers  should  be  involved  in  plans  for  their  areas 
of  responsibility.  To  assist  them  they  will  need  relevant  data  on  past 
experience  and  trends,  future  objectives  and  available  projections. 

Such  data  covers  activity  and  service  levels,  manpower,  equipment  revenue 
and  expenses. 

THE  ANNUAL  BUDGET 

The  annual  budget  of  operations  can  best  be  prepared 
after  the  objectives  have  been  established  and  long  range  plans 
approved.  The  annual  budget  should  fit  into  the  framework  of  the 
long  range  plan.  Specific  goals  for  the  short  term  should  fit  within 
the  context  of  long  range  objectives. 

The  first  step  is  to  prepare  the  budget  timetable  with 
assigned  responsibilities.  The  preparation  of  the  annual  budget  should 
be  scheduled  to  allow  adequate  time  for  orderly  preparation  and  full 
discussion  between  different  levels  of  management.  A  series  of  budget 
meetings  can  be  scheduled  at  different  management  levels  to  review, 
co-ordinate  and,  where  necessary,  revise  proposed  budgets. 

Initially,  budget  forms  are  prepared  to  summarize  the 
statistical  and  financial  data  required  by  the  heads  of  each  functional 
area  in  order  to  prepare  the  annual  budget.  Certain  of  the  information 
on  the  forms  will  be  provided  by  the  planning  co-ordinator  with  the 
balance  to  be  completed  by  the  functional  departments. 
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It  should  be  emphasized  that  the  budget  should  be 
broken  down  by  month  for  comparison  to  actual  monthly  results.  The 
budget  should  reflect  planned  changes  from  month  to  month,  although 
some  expenses  may  appropriately  be  prorated  equally  to  each  month. 

In  a  transit  operation,  two  factors  are  critical  to 
planning:  mileage  which  indicates  service  provided  and  passengers 
which  indicates  service  utilized.  These  factors  must  be  determined 
first  as  basic  measures  of  operating  levels.  To  determine  passengers 
and  mileage,  a  number  of  factors  affecting  service  demand  and 
utilization  can  be  considered: 

(a)  Current  and  prior  year's  operating  statistics. 

(b)  Historical  trends. 

(c)  Economic  indicators  which  are  relevant,  such  as  employment, 

auto  registrations  etc. 

(d)  Population  growth  and  pattern  of  development  (residential, 

commercial  and  industrial) . 

(e)  Special  considerations 

Level  of  fares 

Special  events 

Changes  in  routes,  type  and  level  of  service. 

The  passenger  and  mileage  levels  can  normally  be 
estimated  with  a  high  degree  of  accuracy,  although  changes  in  routes 
or  type  of  service,  can  be  difficult  to  assess.  In  these  instances, 
more  extensive  analysis  may  be  required  to  estimate  route  miles,  revenue 
miles,  passenger  demand  and  utilization. 

The  data  prepared  for  planning  by  the  various  functional 
departments  may  include,  in  addition  to  passenger  and  mileage  projection 
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Average  fare 

Capital  equipment  details  and  commitments 

Financial  data  -  current  year's  probable  results 

-  historical  trends 

unit  costs  and  general  inflation  rates  for  both 
personnel  and  materials 
material  consumption  rates 

costs  categorized  as  to  those  that  vary  with 
service  and  those  that  do  not 


Manpower 


current  year  by  month  and  historic  trends 


Special  projects 


such  as  route  planning  studies,  special  training 
programmes,  experimental  service  projects,  etc. 


The  information  provided  to  each  department  will  not 
cover  all  the  above  possibilities,  rather  it  will  be  restricted  to 
that  which  is  appropriate  to  each  particular  department. 

The  budget  for  transit  revenue  can  be  established 
from  the  estimates  of  passengers  and  average  fares.  Other  revenue, 
as  it  is  normally  not  substantial,  can  be  established  with  sufficient 
accuracy  based  on  current  year's  actual  adjusted  for  anticipated  changes 
in  pricing  and  volume. 

DEPARTMENTAL  BUDGETS 


The  plans  of  each  of  the  operating  departments 
(Transportation,  Vehicle  and  Equipment  Maintenance,  and  Premises  and 
Plant)  will  be  based  on  objectives  and  relate  primarily  to  planned 
level  of  transit  service  (mileage)  and  the  volume  of  supporting  services 
required.  In  the  Transportation  Department  nearly  all  the  costs  relate 
to  mileage.  In  the  Vehicle  and  Equipment  Maintenance  Department,  certain 


. 


' 
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costs  such  as  regular  maintenance  and  servicing  relate  to  mileage  while 
other  costs  such  as  overhaul  on  fleets  will  relate  to  a  predetermined 
schedule. 

Each  department's  budgeting  is  set  out  in  sections 
that  follow.  These  sections  are  not  intended  to  be  all  inclusive, 
rather  they  set  out  the  general  basis  and  form  of  the  analysis 
which  should  be  performed. 


Transportation  Department 

The  preparation  of  the  budget  of  the  Transportation 
Department  would  normally  include  the  following  steps: 

(a)  Analysis  of  mileage  projections  in  conjunction  with  the 

transit  schedule  to  determine  manpower  and  vehicle 
requirements  (vehicle  requirements  will  also  be 
considered  in  preparing  the  capital  expenditure  budget). 

(b)  Preparation  of  budgeted  labour  cost  based  on: 

i.  Manpower  requirements 
ii.  Salary  and  wages 

In  practice  it  is  normally  expedient  to  establish  an 
average  annual  salary  per  employee  by  classification 
of  employee.  The  final  summary  of  labour  costs  should 
disclose  the  increase  in  budget  over  the  current  year 
caused  by  changes  in  manpower  and  by  changes  in  wage 
rates . 

(c)  Preparation  of  budget  for  materials  and  services.  In  the 

Transportation  Department  the  only  significant  costs 
relate  to  uniforms  (which  vary  with  manpower)  and  tickets 
and  transfers  (which  vary  with  passengers).  These  costs 
can  be  readily  established  by  reference  to  past  experience 
adjusted  for  changes  in  volume  levels  and  unit  costs. 

(The  ticket  and  transfer  costs  can  be  budgeted  and 
accounted  for  by  the  General  and  Administrative  Department 
as  the  supplying  department  as  set  out  in  the  model 
management  reports  discussed  earlier). 


EXHIBIT  XV 


TRANSPORTATION  DEPARTMENT 
1973  BUDGET  SUMMARY 


1971 

(Actual) 

1972 

(Projected  Actual) 

1973 

(Budget) 

Amount 

Amount 

%  Increase 
(Decrease) 

Amount 

%  Increase 
(Decrease) 

Mileage 

Regular 

Charter  and  special 

Manpower  (monthly  average) 

Operators 

Operator  trainees 

Inspectors  and  despatchers 
Supervisory 

Clerical 

Departmental  expenses 

Cost  Element 

Salaries  and  wages 

Fringe  benefits 

Uniforms 

Licences 

Depreciation 

Rent 

Other 

Activity 

Supervision  and  inspectors 
Scheduling 

Despatch 

Vehicle  operation 

Operator  wages 

Uniforms 

Licences 

Other 

Training 

Depreciation 

Fringe  benefits 
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(d)  Employee  service  costs  cover  a  wide  range  of  programs,  however, 

in  the  main  the  budget  should  be  based  on  current  actual 
costs  adjusted  for: 

i.  Changes  in  total  manpower  costs  eligible  under  each 
program  (not  all  classes  of  employees  are  covered 
by  each  program) . 

ii.  Changes  in  employee  benefit  plan  rates 

iii.  Changes  in  benefits  and  proportions  paid  by  the 
company  because  of  the  provisions  of  union  and 
other  agreements. 

(e)  Depreciation,  if  provided,  should  be  calculated  from  a  schedule 

of  fixed  assets,  reflecting  projected  additions  and  disposals 
during  the  budget  year. 

A  budget  form  for  the  Transportation  Department  in  'a 
medium  sized  operation  for  1973  is  illustrated  in  the  exhibit  opposite. 
The  following  sections  would  be  prepared  by  the  Accounting  Department 
from  their  accounting  and  statistical  records  before  forwarding  to  the 
Transportation  Department  for  completion: 

(a)  Mileage  for  all  years. 

(b)  Manpower  for  current  and  preceding  years  with  average  cost 

per  employee  data  for  the  budget  year. 

(c)  Departmental  expenses  for  the  current  and  preceding  years. 

The  Transportation  Department  would  then  be  responsible 
for  the  completion  of  the  balance  of  the  information  for  presentation 
to  senior  management.  To  facilitate  review  by  senior  management,  a 
narrative  would  normally  be  included  setting  out  the  major  factors 
affecting  the  budget  projections,  explaining  changes  from  the  previous 
year,  and  alternative  projects  or  programs  not  reflected  in  the  budget 
which  might  require  further  consideration. 
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Equipment  and  Vehicle  Maintenance  Department 

The  Equipment  and  Vehicle  Maintenance  Department  is 
responsible  for  the  maintenance  of  the  transit  vehicles  and  other 
vehicles  and  equipment.  The  work  by  the  department  is  generally  of 
two  types.  The  first  is  routine  maintenance  which  varies  directly  with 
mileage  and  involves  routine  servicing  and  preventive  maintenance.  The 
second  is  either  the  major  scheduled  maintenance  on  vehicle  fleets  or 
special  overhaul  and  alterations  to  the  vehicles.  This  type  of  overhaul 

\ 

is  scheduled  periodically  over  the  lifetime  of  the  vehicle  fleets  in 
accordance  with  requirements  as  determined  by  engineering  studies. 

The  department  is  frequently  responsible  for  the  provision 
and  control  of  transportation  fuel  and  oil.  The  budget  for  fuel  and  oil 
can  be  based  on  current  actual  experience  adjusted  for  - 

(a)  Change  in  mileage 

(b)  Change  in  fuel  consumption 

(c)  Change  in  unit  costs. 

The  routine  maintenance  budget  should  be  based  on  current 
year's  actual  costs  adjusted  for  changes  in  the  maintenance  policy, 
increases  or  decreases  in  mileage  and  a  factor  for  the  inflation  of  unit 
costs. 

The  major  overhaul  programs  are  scheduled  over  the  lives 
of  the  vehicles  or  as  a  special  project.  The  programs  cover  such  items 
as  painting,  refurnishing  of  interiors,  engine  replacement  etc.  An  annual 
schedule  should  be  prepared  from  which  manpower  and  material  requirements 
can  be  determined  and  costed  to  provide  the  budget.  Care  should  be  taken 
to  take  account  of  variations  in  the  maintenance  schedule  from  year  to  year. 
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Cost  records  maintained  by  the  Accounting  Department 
will  facilitate  the  preparation  of  the  budget.  These  records  would 
show  mileage,  costs  for  running  and  "lifetime"  maintenance.  The  same 
records  can  also  be  incorporated  in  a  defect  analysis  program  to  detect 
recurring  defects.  By  recording  defects  in  vehicles,  maintenance  staff 
can  identify  where  defects  are  recurring  within  types  of  vehicles  so 
that  corrective  action  can  be  taken  by  preventative  maintenance, 
mechanical  modifications  or  component  replacements.  The  objective 
of  this  program  is  to  reduce  expensive  emergency  repairs.  The  mileage 
indicated  in  the  records  can  also  be  used  to  highlight  when  individual 
vehicles  require  routine  maintenance.  The  cost  records  maintained  for 
vehicles  are  discussed  in  Chapter  4. 

Premises  and  Plant  Department 

This  department  is  responsible  for  the  maintenance 
and  operation  of  the  buildings,  route  facilities  and  physical  plant 
other  than  vehicles.  The  costs  of  the  department  generally  do  not 
vary  with  mileage. 

The  department  functions  can  be  broken  down  as  follows: 

(a)  Routine  maintenance,  including  janitorial  service  and  other 

similar  recurring  maintenance. 

(b)  Purchase  and  control  of  operating  supplies,  utilities  and 

other  services  related  to  the  operation  of  the  premises. 

(c)  Major  repairs  or  alterations,  which  are  budgeted  and  controlled 

in  the  same  manner  as  capital  expenditures,  and 

(d)  Route  preparation  and  repairs  to  route  structure  (generally 

significant  only  in  large  systems,  and  therefore  not 

covered  in  this  section). 


-  41  - 


Routine  maintenance  is  intended  to  keep  the  facilities 
of  the  operation  in  an  acceptable  condition.  Periodic  studies  are 
required  to  determine  the  level  of  maintenance  needed  to  achieve  this 
acceptable  condition  at  the  least  cost.  These  studies  would  include  a 
review  of  the  maintenance  procedures,  equipment  used,  use  of  outside 
services  etc. 

The  budgets  for  each  function  are  determined  as  follows 

(a)  Routine  maintenance 

i.  Analyse  routine  maintenance  schedule  based  on 

current  practice  and  costs  adjusted  for  changes 
in  facilities  for  the  budget  year  and  for  changes 
in  maintenance  policy. 

ii.  Prepare  labour  cost  budget  in  the  same  manner  as 
Transportation  Department. 

iii.  Prepare  supplies  and  materials  budget  based  on 
historical  trends  adjusted  for  changes  in  the 
maintenance  schedule  and  changes  in  unit  costs. 

(b)  Operating  supplies,  utilities  etc. 

i.  Prepare  budget  based  on  current  year  adjusted  for 
changes  in  facilities  and  in  unit  costs. 

(c)  Major  repairs  and  alterations  are  covered  later  in  this  chapter 

in  the  section  dealing  with  capital  expenditure. 

The  budget  for  the  Premises  and  Plant  Department 
is  summarized  in  a  similar  manner  as  discussed  for  the  Transportation 
Department . 

General  and  Administrative 

Various  general  service  departments  are  grouped  under 
General  and  Administrative.  Each  department  or  section  has  to  be 
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reviewed  annually  in  order  to  assess  the  level  of  service  required  and 
from  this  the  resources,  in  terms  of  manpower,  materials  etc.  which 
should  be  allocated. 

The  steps  to  be  taken  in  the  preparation  of  the  budgets 
for  the  General  and  Administrative  Department  are  set  out  below: 

(a)  Analysis  of  activities  of  each  section  in  conjunction  with 

current  year's  results  to  determine  resource  requirements. 

(b)  Preparation  of  budget  for  salaries  and  wages  along  the 

lines  described  for  the  Transportation  Department. 

(c)  Preparation  of  budget  for  materials  and  outside  services 

based  on  current  year's  actual  costs,  adjusted  for  changes 
in  service  to  be  provided  and  in  unit  costs. 

(d)  Fringe  benefits  and,  if  provided,  depreciation  (see 

Transportation  Department). 

(e)  Budget  for  uninsured  damages. 

It  may  be  appropriate  to  base  the  budget  estimate  on  an 
average  of  the  past  three  years  adjusted  for  changes  in 
exposure  to  risk  caused  by  changes  in  service  levels. 

(f)  Financial  expenses  can  be  budgeted  on  current  debt  outstanding 

(both  long  and  short  term)  adjusted  for  anticipated  changes 
during  the  year.  The  changes  in  debt  during  the  year  are 
determined  from  the  cash  budget. 


CASH  BUDGET 


The  cash  budget  shows  the  planned  receipt  and  expenditure 
of  cash  throughout  the  year.  A  cash  budget  is  preferable  for  planning 
purposes,  rather  than  a  working  capital  or  fund  statement,  as  it  is 
important  to  determine  the  cash  needs  of  the  operation. 

The  cash  budget  should  be  integrated  with  the  cash 
accounting  and  control  system  maintained  by  the  Treasury  or  Accounting 
section.  The  cash  budget  for  the  year  is  related  to  actual  and  planned 


EXHIBIT  XVI 

CASH  BUDGET 
1973 


Year 

Jan 

Feb. 

II 

Dec . 

Operations 

Net  profit  (loss) 

Add (deduct)  charges  not 
affecting  working  capital 

Depreciation 

Amortization  of  long  term  debt 

Profit  (loss)  on  sale  of  fixed  assets 

Other 

Net  increase  (decrease)  in 
working  capital 

Add  (deduct)  changes  in  working 
capital  items  (excluding  cash) 

Accounts  receivable 

Inventory 

Short  term  investments 

Accounts  payable  and  accruals 

Other 

1 

Cash  flow  from  operations 

Add 

Long  term  debt  proceeds 

Proceeds  from  disposal  of 
fixed  assets 

Other 

Deduct 

Long  term  debt  retirements 

Capital  expenditures 

Other 

Net  Cash  Flow 

Opening  Cash  Balance 

Closing  Cash  Balance 

IL 
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receipts  and  disbursements  for  shorter  periods,  such  as  daily  or  weekly, 
as  part  of  the  system  to  minimize  money  borrowed  and  interest  costs  and 
to  earn  interest  on  funds  available  for  short  term  investment.  The 
cash  budget  should  normally  be  prepared  by  the  Treasury  or  Accounting 
section,  from  the  data  derived  from  the  various  other  budgets  of 
operations  and  capital  expenditure,  together  with  an  analysis  of  the 
items  comprising  working  capital. 

The  purpose  of  the  cash  budget  is  to  provide  management 
with  the  information  needed  to  plan  the  most  advantageous  utilization  of 
cash  surpluses  and  to  arrange  for  financing  to  cover  cash  deficiencies. 
Such  a  budget  projecting  month-end  balances,  as  shown  in  the  exhibit 
opposite,  will  provide  the  necessary  information  to  prepare  the  financial 
plan. 

During  the  year  a  more  frequent  analysis  should  be 
maintained  (daily  or  weekly)  to  ensure  the  continuous  control  over  funds. 
The  budget  for  cash  flow  should  be  amended  when  this  continuous  analysis 
indicates  a  fundamental  deviation  from  the  original  projections. 

CAPITAL  EXPENDITURE 


A  capital  expenditure  program  arises  out  of  several  needs: 

(a)  maintenance  of  service  capacity  through  replacement 

of  existing  vehicles  and  facilities. 

(b)  expansion  in  service  levels 

(c)  changes  in  the  nature  of  the  service  and 

(d)  promotion  of  operational  efficiency. 
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Capital  expenditure  generally  involves  the  long-term 
commitment  of  substantial  funds.  Consequently,  the  entire  process 
of  evaluating,  planning  and  control  requires  the  participation  of 
senior  management. 

The  starting  point  in  the  capital  expenditure 
program  must  be  the  setting  of  long  range  plans  and  objectives  for 
the  system.  From  these  plans  and  objectives,  the  requirements  for 
capital  expenditure  can  be  defined. 

The  evaluation,  planning  and  control  of  capital 
expenditure  consists  of  the  following  phases: 

(a)  Definition  of  capital  requirement  to  meet  long  and  short 

range  objectives. 

(b)  Selection  of  capital  additions  from  the  various  alternatives 

based  on, 

i.  Costs 

ii.  Benefits,  savings  and  needs 

iii.  Financing 

iv.  Timing 

(c)  Development  of  capital  expenditure  budget 

(d)  Authorization  of  projects  and  expenditure  of  funds 

(e)  Reporting  of  expenditure  and  stages  of  completion 

(f)  Follow-up  of  results  in  terms  set  out  in  (b)  above. 

These  procedures  apply  to  major  projects  which  involve 
large  expenditure  of  funds  and/or  extended  periods  of  construction. 

Minor  capital  additions  covering  recurring  and  small  expenditures  do  not 
require  planning  or  control  in  the  same  detail.  Minor  capital  additions 
are  planned  and  controlled  in  a  manner  similar  to  operating  expenses  in 
the  annual  budget  of  operations.  A  blanket  appropriation  based  on  an 
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CAPITAL  EXPENDITURE  BUDGET 


CAPITAL 

EXPENDITURE 

DESIGNATION 

TOTAL 

ESTIMATED 

COST 

SPENT 

PRIOR  TO 

BUDGET  YEAR 

CASH 

REQUIRED 
BUDGET  YEAR 

CASH  REQUIRED  BUDGET  YEAR 

BALANCE 

TO 

COMPLETE 

QUARTER 

FIRST 

SECOND 

THIRD 

FOURTH 

Approved  projects 

Pending  approval 

Blanket  appropriati 

- 1 

1 

CO  j 

C 

o 

- 
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analysis  of  past  experience  and  anticipated  requirements  is  made  by 
the  department  manager.  Each  department  is  then  held  accountable  for 
the  minor  capital  expenditure  made  under  its  blanket  appropriation. 

The  capital  expenditure  budget  is  summarized  on  a  form 
as  illustrated  in  the  opposite  exhibit.  The  total  cash  commitment 
for  the  budget  year  is  reflected  in  the  cash  budget. 


CHAPTER  4  —  ACCOUNTING 
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CHAPTER  4  -  ACCOUNTING 

ACCOUNTING  RECORDS 

The  general  accounting  records  which  need  to  be  maintained 
by  a  transit  operation  are  basically  the  same  as  those  required  by  any 
enterprise  providing  a  service  to  the  public.  It  is  therefor  not 
necessary  to  outline  detailed  accounting  and  office  procedures  in  this 
manual.  There  are  a  number  of  reference  books  available  if  more 
information  is  required  in  any  of  these  general  areas. 

This  chapter  deals  with  certain  aspects  of  the  accounting 
system  which  apply  specifically  to  a  transit  operation.  These  areas  are 
discussed  under  the  following  headings: 

Chart  of  Accounts 
Allocation  of  Expenses 
Cost  Accounting 
Capital  Expenditure 

In  addition  to  the  normal  accounting  data,  there  is  a 
need  to  collect  statistical  data  on  operations.  The  statistical  data 
will  vary  in  detail  between  transit  operations,  however  data  should 
include  vehicle  mileage,  route  mileage  and  passengers. 

Typically,  mileage  will  be  recorded  in  daily  reports 
and  cumulative  logs  by  vehicle  and  by  route,  based  on  the  number  of 
trips  and  the  scheduled  route  mileage  and/or  the  actual  odometer  mileage 
readings  for  each  vehicle. 
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The  number  of  passengers  is  generally  based  on  fares 
collected  for  the  whole  transit  operation,  determined  daily  by  counting 
or  weighing  tickets  and  by  analysis  of  cash  fares  according  to  a 
tested  formula.  In  some  situations,  the  number  of  passengers  is 
routinely  determined  by  a  similar  process,  which  includes  counting 
transfers.  In  a  few  operations,  a  head  count  is  made  of  all  boarding 
passengers.  Generally,  test  counts  of  passengers  are  made  from  time 
to  time  as  discussed  under  the  heading  "Occasional  Reports"  in  Chapter  2 
on  Management  Information. 

CHART  OF  ACCOUNTS 


Accounts  are  used  to  record  financial  information 
in  the  general  ledger  by  meaningful  classifications.  The  Chart  of 
Accounts  sets  out  the  formal  structure  and  coding  to  be  used.  It 
forms  the  basis  for  efficient  accounting  and  meaningful  reporting. 

A  model  Chart  of  Account  for  a  Municipal  Transit 
Operation  is  presented  in  Appendix  B  and  described  below.  It 
satisfies  the  following  requirements: 

(a)  to  provide  financial  information  according  to  classifications 

required  for  management  reports, 

(b)  to  establish  standard  classification  of  financial  information 

to  facilitate  uniform  industry  reporting  and  thus  to  assist 
both  operators  and  governments  concerned  in  using  reports 
and  comparing  operations, 

(c)  to  provide  the  basis  for  an  efficient  accounting  system 

with  flexibility  to  accommodate  different  size  and  types 
of  operations  using  mechanized  or  manual  systems, 

(d)  to  provide  an  accounting  structure  compatible  with  municipal 

accounting  and  reporting  requirements. 


i 
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The  accounts  are  grouped  in  four  main  categories: 
assets,  liabilities,  revenue  and  expenses.  Expense  accounts  are 
structured  to  facilitate  reporting  of  cost  information  - 

(a)  By  function  or  department  (i.e.  transportation,  vehicle 

and  equipment,  premises  and  plant  general  and 
administrative,  and  financial)  and  by  sub-classification 
of  activity  or  section  (such  as,  training  within  the 
transportation  department) . 

(b)  By  type  or  element  of  expense  (such  as,  salaries, 

materials  etc.)  in  meaningful  series  (for  example, 
all  fringe  benefit  accounts  are  in  one  group). 

Accounts  for  other  than  "public  transportation  service" 

The  Public  Transportation  and  Highway  Improvement  Act 
(Ontario)  provides  among  other  things  that  expenditures  made  by  a 
municipality  in  respect  of  public  transportation  may  be  eligible  for 
financial  assistance  to  the  extent  determined  by  the  Minister  (of 
Transportation  and  Communications)  having  regard  for  the  cost  of  and 
the  revenue  produced  by  the  operation  of  the  public  transportation 
service  (Part  X  II-B  Section  91C). 

Under  the  legislation  "public  transportation"  means  any 
service  for  which  a  fare  is  charged  for  transporting  the  public  by 
vehicles  operated  by  or  on  behalf  of  a  municipality  or  a  local  board 
thereof,  or  under  an  agreement  between  a  municipality  and  a  person, 
firm  or  corporation  but  does  not  include  transportation  by  special 
purpose  facilities  such  as  school  buses  or  ambulances. 

Since  the  legislation  indicates  that  only  the  cost  of 
and  revenue  produced  by  the  operation  of  the  public  transportation 
service  are  considered  in  determining  expenditures  eligible  for 
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financial  assistance,  other  costs  and  revenues  should  be  identified 
in  the  accounts  and  excluded  from  the  determination  of  expenditures 
which  may  be  eligible  for  financial  assistance.  These  other  costs 
should  be  recorded  in  accounts  separate  from  accounts  for  public 
transportation  services.  For  example,  separate  accounts  are  needed 
for  revenue  from  a  transportation  service  for  which  a  fare  is  not 
charged  for  transporting  the  public  or  which  uses  special  purpose 
facilities  such  as  school  buses  or  ambulances,  and  for  related  costs 
including  operating  and  maintenance  expenses. 

Coding  Structure 

Accounts  are  numbered  to  facilitate  preparation  of 
reports  and  recording  of  data.  The  coding  or  numbering  structure 
outlined  in  the  model  Chart  of  Accounts  is  based  on  a  basic  account 
code  of  three  digits  and  a  two  digit  suffix  for  expenses  and  other 
detailed  accounts  required. 

Under  this  structure  the  basic  account  code  of  three 
digits  is  used  as  follows: 


Class  of  Accounts 

Code 

Current  assets  and  investments 

100-199 

Fixed  assets  and  other  assets 

200-299 

Current  liabilities 

300-349 

Long  term  liabilities 

350-379 

Equity 

380-399 

Revenue 

400-499 

Expenses 

500-999 
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The  codes  for  expenses  are  grouped  so  that  the  first 
digit  indicates  the  function  or  department  involved  as  follows: 


Class 

Code 

Transportation 

500-599 

Vehicles  and  equipment  maintenance 

600-699 

Premises  and  plant 

700-799 

General  and  administration 

800-899 

Financial 

900-999 

The  second  and  third  digit  of  the  expense  code  indicate 
the  activity  or  section  as  set  out  in  the  model  Chart  of  Accounts. 

Types  or  elements  of  expenses,  such  as  salaries, 
materials  etc.,  are  recorded  in  accounts  according  to  the  two  digit 


suffix  as  grouped  below: 

Class  Suffix 

Salaries,  wages  and  fringe  benefits  00-29 

Materials,  supplies  and  utilities  30-49 

Services  and  rent  50-69 

Reserves  and  reserve  funds  70-79 

Governmental  transactions  80-89 

Debt  charges  90-99 


These  groupings  are  important  because  they  correspond 
to  the  Ontario  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs’  requirements  for  municipal  reporting.  Consequently,  they 
should  be  used  to  facilitate  preparation  of  municipal  reports. 
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To  illustrate  the  coding  of  expense  accounts,  the 
account  number  for  the  transportation  department,  training  activity, 
salaries- regular  time  would  be  5.40  -  10. 

This  coding  structure  is  comprehensive  and  flexible. 

If  appropriate  an  additional  prefix  or  suffix  digit  could  be  added  for 
further  identification  of  accounts,  for  example,  to  identify  different 
operations,  such  as  bus  or  trolley  coach,  or  different  locations,  such 
as  garages.  Separate  accounts  may  be  required  to  segregate  operations 
other  than  "public  transportation  services"  under  the  Public 
Transportation  and  Highway  Improvement  Act  (Ontario)  and  these  too  can 
be  readily  coded  in  the  proposed  chart  of  accounts. 

Other  operations,  particularly  those  that  are  small,  may 
wish  to  have  fewer  classifications  of  information  and  will  be  able  to 
combine  account  classes. 

ALLOCATION  OF  EXPENSES 

Previous  sections  on  management  reporting  and  budgeting 
set  out  a  system  by  which  operations  are  controlled  by  areas  of 
responsibility.  In  this  system,  accounts  are  generally  assigned  to 
the  lowest  level  of  an  organization  at  which  there  is  a  clear  respon¬ 
sibility  for  control.  In  order  to  ensure  managers  concentrate  on  items 
for  which  they  are  responsible  or  accountable,  as  a  general  rule  it  is 
desirable  to  avoid  prorations  and  allocations.  Allocation  of  expenses 
may  also  be  deemed  undesirable  or  not  practical  because  expenses  are 
relatively  immaterial  or  because  the  clerical  effort  involved  is  not 
justified  by  the  control  benefit.  Examples  of  such  expenses  might 
include  telephone  and  office  supplies. 
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Generally,  the  department  supplying  a  service  is 
responsible  for  the  efficiency  and  unit  costs  of  providing  that  service. 
The  departments  using  the  service  are  responsible  for  the  amount  of 
service  required.  This  should  be  recognized  in  evaluating  results  and 
controlling  costs. 

Prime  responsibility  for  cost  control,  and  consequently 
the  accounts  too,  are  usually  assigned  to  the  supply  department  involved 
rather  than  to  user  departments,  although  sometimes  it  may  be  desirable 
to  record  such  costs  by  way  of  a  memorandum  on  the  report  to  a  user 
department.  For  example,  fuel  might  be  reported  on  the  maintenance 
department  reports  and  to  the  transportation  department. 

In  some  circumstances  it  may  be  desirable  to  charge 
user  departments  for  services  provided  on  a  "transfer-price"  basis. 

Where  services  are  provided  to  other  municipal  operations,  it  is 
essential  to  charge  for  services  if  they  involve  material  accounts, 
in  order  that  the  results  of  the  transit  operations  are  fairly 
reported.  Some  charge  for  services  may  be  appropriate  where  a  user 
can  control  usage,  in  order  to  inform  the  user  of  the  cost  of  such 
services.  Such  a  "transfer-price"  involves  a  charge  being  made  from 
the  supply  department  to  the  user  departments  based  on  the  amount  of 
service  provided  and  a  unit  cost.  For  example,  use  of  maintenance 
services  by  other  municipal  activities  or  use  of  data  processing 
services  might  be  charged  out  on  this  basis.  This  method  retains  the 
supply  department’s  prime  accountability  for  total  service  costs  and 
makes  the  user  departments  accountable  for  the  cost  of  services  used 
by  them.  Allocation  of  all  the  expenses  involved  is  avoided. 
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Where  a  "transfer-price"  method  is  used  it  is  necessary 
to  prorate  total  costs  based  on  the  ratio  of  total  services  provided, 
to  the  services  provided  to  each  user.  Services  and  costs  must  be 
measured  using  estimated,  standard  or  actual  data.  For  example, 
maintenance  services  for  police  vehicles  could  be  charged  on  the  basis 
of  actual  labour  and  parts  used  as  recorded  on  work  orders.  This 
could  be  costed  at  a  standard  labour  rate  and  actual  material  prices 
plus  maintenance  department  overhead  computed  at  a  standard  rate  on 
labour  hours  derived  from  the  annual  budget. 

Transactions  with  the  Municipality 

The  transactions  between  the  transit  operation  and  the 
municipality  generally  fall  into  the  following  categories: 

(a)  Direct  subsidy  for  operating  losses  or  fare  stabilization 

(b)  Payments  for  subsidized  passengers 

(c)  Contribution  of  capital  equipment 

(d)  Provision  of  maintenance  or  administrative  services 

(e)  Payment  of  debenture  debt  charges. 

The  accounting  treatment  required  for  these  contributions 
will  depend  on  the  precise  nature  of  the  contribution  and  the  legal 
relationship  between  the  transit  operation  and  the  municipality.  As 
a  general  rule,  however  it  is  desirable  that  the  total  costs  of  the 
municipal  transit  operation  be  known.  Moreover  for  reports  by  the 
municipality  to  the  Ontario  Ministry  of  Treasury,  Economics  and 
Intergovernmental  Affairs  it  is  essential  to  present  a  consolidated  report 
on  transit  operations  of  the  municipality  and  its  transit  enterprise. 
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The  value  of  any  contribution  received  by  the  transit  operation 
should  preferably  be  recorded  in  the  accounts  of  the  transit  operation. 

In  any  case  when  this  treatment  is  not  practical,  the  contribution 
should  be  segregated  within  the  accounts  of  the  municipality.  The 
information  would  then  be  available  for  reporting  to  management,  to 
the  public  and  to  government,  as  required. 

Consolidated  reports  on  all  municipal  transit  services 
are  consistent  with  the  role  of  municipal  government  and  its  responsibility 
for  transit  services  whether  expenditure  is  borne  directly  by  the 
municipality  or  by  the  municipal  transit  enterprise. 

COST  ANALYSIS 

The  model  management  reports  routinely  provide  operating 
results  based  on  the  different  areas  of  responsibility  within  the 
operation.  Results  are  presented  by  function  or  department  and,  as 
appropriate,  by  subsidiary  activity  or  section.  Expenses  are  detailed 
by  type  or  element  such  as  salaries,  materials  etc. 

From  time  to  time,  additional  information  is  needed 
which  is  not  required  or  available  on  a  routine  monthly  basis. 

Analyses  are  required  to  provide  this  data.  Such  analyses  might  relate 
to  a  segment  of  the  operation,  such  as  the  cost  of  different  types  of 
services  or  routes,  or  different  operating  activities,  such  as  maintenance 
or  fleet  or  vehicle  costs.  It  is  occasionally  necessary  to  know  the 
impact  of  changes  in  service  levels  based  on  analyses  of  how  costs  and 
revenues  behave  at  different  levels  of  activity.  Two  examples  of  such 
analytical  reports  (service  charge  analysis  and  vehicle  costs)  were 
discussed  earlier  in  Chapter  2  on  Management  Information. 


55  - 


Analysis  Techniques 

Different  analyses  call  for  different  techniques 
depending  on  the  purposes  of  the  analyses,  the  content  of  the 
accounting  records  and  other  pertinent  data  available.  Commonly 
used  techniques  are  discussed  below.  They  include  - 

(a)  cost/volume  analysis  used  in  assessing  the  relationship 

of  costs  to  changes  in  volume  or  service  levels, 

(b)  contribution  accounting  used  to  identify  the  net  financial 

impact  or  contribution  of  an  operating  segment,  or 
changes  therein,  and 

(c)  full  cost  absorption  accounting  to  evaluate  the  effect 

of  operating  activities  on  net  income  after  overhead 
expenses . 

Cost/volume  analysis 

Any  analysis  of  costs  or  projections  of  future  operations 
must  be  done  with  an  understanding  of  the  way  in  which  costs  are  affected 
by  volume  over  the  time  period  and  range  of  service  considered  relevant. 

In  accounting  terminology,  costs  that  vary  directly 
with  volume  are  called  ’’variable  expenses"  and  costs  that  do  not  vary 
because  of  volume  are  called  "fixed".  Costs  that  partially  vary  with 
volume  are  called  "semi-variable".  This  categorization  is  useful  in 
relating  costs  to  service  levels  although  obviously  an  oversimplification. 
Nearly  all  costs  in  the  short-run  and  for  small  changes  in  volume  are 
"fixed"  in  nature.  early  all  costs  in  the  long  run  or  for  substantial 
changes  in  volume  are  "variable"  In  nature. 

In  a  transit  operation,  mileage  is  the  key  volume  factor 
influencing  costs.  Consequently  fixed  and  variable  costs  analysis  is 
frequently  related  to  mileage  levels. 
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Typical  applications  of  this  technique  would  be  to  cost 
the  effect  of  changes  in  service,  staff  and  vehicles.  Tor  example,  to 
determine  the  cost  of  servicing  an  increase  in  route  mileage  it  would 
be  necessary  to  consider  which  costs  would  go  up  directly  (e.g.  fuel), 
which  would  go  up  partially  (e.g.  maintenance),  and  which  would  not 
change  (e.g.  supervision). 

In  most  cases,  analysis  of  fixed  and  variable  costs 
will  be  the  subject  of  occasional  study  for  a  specific  purpose.  In 
some  instances,  operators  may  wish  to  have  costs  classified  as  fixed 
or  variable  on  an  ongoing  basis  in  the  accounts.  This  can  be  done 
readily,  although  in  a  somewhat  arbitrary  and  approximate  way,  by 
classifying  each  element  of  cost  as  fixed  or  variable  and  segregating 
them  in  separate  accounts  identified  by  an  appropriate  suffix. 

Contribution  accounting 

How  profitable  or  costly  is  an  activity?  What  would  the 
financial  effect  of  a  change  be?  Questions  such  as  these  require  an 
accounting  for  the  financial  contribution  of  an  activity,  or  change 
therein,  irrespective  of  revenues  and  costs  which  would  otherwise  exist 
or  remain  constant.  "Marginal  cost"  or  "Contribution"  accounting  is 
useful  here. 

Marginal  cost  analysis  is  based  on  the  behaviour  of  the 
total  operating  costs  which  includes  the  fixed  and  variable  elements. 
Simply  stated,  the  marginal  cost  is  the  amount  by  which  total  costs 
change  for  a  change  in  activity.  As  costs  are  a  combination  of  fixed, 
variable  and  semi-variable  expenses,  a  change  in  volume  does  not  result 
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in  a  proportionate  change  in  costs.  Costs,  such  as  fixed  overheads, 
which  are  not  affected  by  the  activity  change  under  review  can  be 
excluded  from  consideration.  Only  the  direct  contribution  or  net 
financial  impact  involved  is  isolated  and  evaluated. 

This  concept  is  useful  in  such  cases  as  determining 
how  costs  will  react  in  the  short-run  to  changes  in  service  and  thus 
the  minimum  amount  of  additional  revenue  which  must  be  earned  to 
cover  the  increase  in  cost.  Other  applications  might  include  evaluating 
the  cost  of  providing  services,  such  as  maintenance  or  data  processing, 
internally  compared  with  the  cost  of  outside  services,  and  the  effect  of 
making  changes  (such  as  raising  fares  or  replacing  buses)  at  different 
times,  say  within  6  or  18  months. 

Full  absorption  cost  accounting 

This  method  involves  the  absorption  or  allocation  of  all 
the  variable,  fixed  and  semi-variable  costs  which  can  be  attributed  to 
an  activity  or  unit.  Under  this  concept  not  only  the  direct  or  marginal 
costs  are  included,  but  also  all  overhead  costs. 

This  approach  has  limited  use  for  management  decisions 
but  is  useful  in  ensuring  that  the  financial  contribution  from  different 
services  or  activities  is  adequate  to  cover  all  expenses  including  those 
not  directly  related  to  the  particular  activity  under  consideration  as, 
for  example,  in  determining  the  minimum  fare  increase  or  revenue  per  unit 
of  service  which  must  be  earned  to  cover  all  costs  in  the  long  run. 
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Vehicle  Cost  Records 


In  addition  to  the  normal  accounting  records  maintained 
for  the  financial  reporting,  it  may  be  desirable  for  detailed  cost 
records  to  be  kept  for  the  Equipment  and  Maintenance  Department.  In 
most  small  and  medium  sized  operations  these  records  will  consist  of 
a  ledger  card  file,  with  a  separate  card  for  each  vehicle.  The  cost 
records  should  provide  the  following: 

(a)  Cost  data  by  vehicle 

(b)  Unit  costs  for  budget  preparation  and  variance  analysis 

(c)  Defect  analysis 

(d)  Scheduling  and  control  of  routine  maintenance. 

In  order  to  provide  the  required  information  the 
records  should  not  only  include  the  costs  incurred,  but  also  a 
description  or  classification  of  the  maintenance  and  a  mileage  record. 

The  defect  analysis  involves  the  periodic  review  of 
the  types  of  maintenance.  The  purpose  of  the  analysis  is  to  isolate 
recurring  defects  which  in  turn  can  either  indicate  the  need  for 
preventive  maintenance  or  a  revision  to  existing  maintenance  and 
servicing  programmes. 

A  schedule  for  routine  maintenance  can  be  prepared  by 
routinely  reviewing  the  mileage  recorded  in  the  cost  records.  This 
schedule  can  be  established  to  allow  time  for  convenient  removal  of 
vehicles  from  service.  After  completion  of  the  maintenance  the  cost 
are  recorded  in  the  accounts  from  work  orders  and  the  completion  noted 


on  the  schedule. 
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CAPITAL  EXPENDITURE 

In  this  section,  capital  expenditure  is  discussed  under 

these  headings: 

Definition  of  capital  expenditure 
Types  of  fixed  assets 
Fixed  asset  classes 

Business  and  municipal  accounting  differences 
Capital  expenditure  charge 
Depreciation  accounting 
Municipal  accounting 

Definition  of  Capital  Expenditure 

Capital  expenditure  is  defined  as  any  significant 
expenditure  incurred  to  acquire  or  improve  land,  buildings,  engineering 
structures,  machinery  and  equipment  used  in  providing  transit  services. 

This  expenditure  normally  confers  a  benefit  lasting  beyond  one  year  and 
results  in  the  acquisition  of,  or  extends  the  life  of,  a  fixed  asset  or 
long  term  work.  Expenditure  on  repair  or  maintenance  designed  to  maintain 
as  asset  in  it  original  state  is  not  considered  to  be  a  capital  expenditure. 

Types  of  Fixed  Assets 

Municipalities  in  Ontario  use  a  standard  method  of 
classifying  fixed  assets  by  type:  land,  buildings,  engineering  structures 
and  machinery  and  equipment.  This  classification  is  useful  for  economic 
and  accounting  purposes  and  is  required  for  municipal  reporting  to  the 
Ontario  Ministry  of  Treasury,  Economics  and  Intergovernmental  Affairs. 

The  same  classification  should  be  followed  by  transit  operators  except 
that  passenger  vehicles  are  material  enough  that  they  should  be  separated 
from  other  machinery  and  equipment. 
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The  costs  to  be  included  in  each  type  of  fixed  asset  are 
outlined  in  the  Municipal  Finance  Manual  published  by  the  Ontario  Ministry 
of  Treasury,  Economics  and  Intergovernmental  Affairs.  This  same  definition 
is  reproduced  below,  with  modification  to  cover  more  specifically  the 
particular  assets  used  by  a  transit  operation. 

(a)  Land 

All  costs  arising  from  the  acquisition  of  land  and  rights 
of  way,  including  such  incidental  costs  as  legal,  realty 
and  appraisal  fees,  disturbance  and  relocation  allowances 
etc.  Where  land  is  acquired  with  buildings  on  it,  and 
these  buildings  are  not  required  for  the  capital  project 
(i.e.  they  are  to  be  demolished),  the  cost  of  both  the 
land  and  the  buildings  is  to  be  shown  here,  together  with 
any  demolition  and  site  clearance  expenses  incurred. 

(b)  Buildings 

All  costs  arising  from  the  acquisition  or  construction  of 
buildings  (other  than  those  included  with  land) .  The  cost 
of  elevators,  boilers,  heating,  air  conditioning  and 
refrigeration  equipment,  electric  lighting  and  control 
equipment,  etc.,  should  be  separated  from  the  cost  of  the 
building  and  recorded  as  machinery  and  equipment.  Where  it 
is  not  possible  to  separate  these  costs,  include  them  under 
buildings . 

(c)  Engineering  Structures 

All  costs  arising  from  the  acquisition  or  construction  of 
permanent  structural  works  such  as  surfaced  areas,  fencing, 
exterior  flood  lighting  etc.  Do  not  include  items  which  are 
included  under  land  or  buildings. 

(d)  Machinery  and  Equipment 

All  costs  arising  from  the  acquisition  of  such  items  as  office 
furniture  and  equipment;  motors;  pumps;  maintenance  equipment; 
machinery;  service  vehicles;  construction  equipment  etc. 

Elevators,  heating,  cooling  and  other  types  of  equipment 
integral  to  most  buildings  should  be  shown  here  if  they  can 
be  segregated  from  the  cost  of  the  building. 

(e)  Passenger  Vehicles 

All  costs  arising  from  the  acquisition  of  revenue  passenger 
vehicles . 
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Fixed  Asset  Classes 

The  table  below  sets  out  a  representative  listing  of 
general  fixed  asset  classes.  Representative  useful  lives  have  been 
included  although  they  will  vary  among  transit  operations  due  to 
differences  in  the  precise  nature  of  the  assets,  local  operating 
conditions,  maintenance  policies  etc.  Of  particular  significance  is 
the  variety  in  the  estimated  useful  lives  of  passenger  vehicles  which 
is  indicated  by  the  ranges  shown  below. 


Fixed  Asset  Classes 


Useful  Lives 
in  Years 


Land 

Land  Infinite 

Land  rights  Variable 

Buildings 

Route  structures  5-10 

Shop  and  garage  40 

General  office  40 

Leasehold  improvements  Variable 

Engineering  structures 

Surfaced  areas  20 

Poles  and  fixtures  15-30 

Exterior  flood  lighting  20 

Fencing  20 

Machinery  and  equipment 

Premises  and  plant  equipment  20 

Maintenance  equipment  20 

Service  vehicles  8 

Communications  equipment 

-  wire  20 

-  wireless  5 

Construction  equipment  10 

Office  furniture  and  equipment  10 

Passenger  vehicles 

Buses  10-15 

Trolley  coaches  15-20 

School  vehicles  5-10 

Mini-buses  3-7 
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Business  and  Municipal  Accounting  Differences 

Capital  expenditure  is  accounted  for  differently  under 
business  accounting  principles  and  under  municipal  accounting.  A  prime 
objective  of  business  accounting  is  to  match  expenses  and  revenues  for  a 
period  so  as  to  determine  the  results  of  operations.  The  emphasis  under 
municipal  accounting  is  to  report  the  expenditure  made  to  provide  services 
and  the  revenue  sources  which  finance  the  expenditure. 

The  choice  of  accounting  method  for  a  transit  operation 
may  depend  on  its  terms  of  reference.  The  operation  may  be  required 
to  meet  operating  expenses  out  of  operating  revenues.  It  may  or  may 
not  be  required  to  bear  all  capital  expenditure  and  it  may  or  may  not 
be  able  to  apply  for  financing  through  municipal  debentures.  It  should 
be  emphasized  that  whatever  accounting  method  is  used,  there  is  a  need 
to  make  adequate  plans  for  asset  replacement  and  system  expansion  and 
to  plan  for  the  cash  flow  and  financing  required  as  discussed  in  Chapter 
3  on  Management  Planning. 

Capital  expenditure  charge 

The  "Statement  of  Operations"  presented  previously,  shows 
a  "capital  expenditure  charge".  This  term  is  used  either  for  a 
depreciation  charge  where  business  accounting  practices  are  applied  or 
for  capital  expenditure  financed  out  of  current  revenue  where  municipal 
accounting  practices  are  followed.  If  business  accounting  practices  are 
followed  then  adjustments  will  be  required  for  reporting  on  transit 
operations  to  the  Ontario  Ministry  of  Treasury,  Economics  and  Inter¬ 
governmental  Affairs,  as  set  out  in  Chapter  5  on  External  Reporting. 
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It  is  important  to  note  that  whether  generally  accepted 
accounting  principles  for  business  enterprises  or  for  municipalities  are 
used,  the  "capital  expenditure  charge"  should  be  identified  separately 
in  financial  reports  rather  than  grouped  with  other  operating  expenses. 


Depreciation  Accounting 

Where  business  accounting  practices  are  followed, 
depreciation  will  be  charged  so  that  the  cost  or  other  recorded  value 
of  a  fixed  asset  less  estimated  salvage  (if  any)  is  distributed  over 
its  estimated  useful  life  in  a  systematic  and  rational  manner.  It  is 
a  process  of  allocation,  not  valuation. 

The  most  frequently  used  methods  of  calculating 
depreciation  are: 

(a)  Straight  line  method  in  which  a  periodic  charge  is  computed  by 

dividing  the  cost  or  other  value  of  the  asset  by  the  estimated 
number  of  periods  of  service  life. 

(b)  Diminishing  balance  method  in  which  a  periodic  charge  is  computed 

as  a  constant  proportion  of  the  asset's  net  book  value  (cost 
or  other  book  value  less  depreciation  already  charged) . 

Municipal  Accounting 

Bulletin  5  of  the  Municipal  Finance  Manual  published  by  the 
Ontario  Ministry  of  Treasury,  Economics  and  Intergovernmental  Affairs 
described  the  accounting  and  reporting  of  capital  transaction  in  a 
municipal  context.  This  text  states  - 

"It  should  be  understood  that  governments  place  far  greater  emphasis 
on  capital  expenditure  than  they  do  on  fixed  assets  as  such. 
Municipalities  are  vitally  interested  in  capital  expenditure 
because  of  its  impact  on  presented  and  future  revenues.  The 
disclosure  of  fixed  assets  and  their  relative  values  in  financial 
statements  of  commercial  undertakings  is  of  some  considerable 
importance  whereas  this  information  in  the  financial  statements 
of  municipalities  has  little  value." 
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Under  municipal  accounting,  all  long  term  expenditure  - 
regardless  of  how  it  is  financed  -  and  all  the  money  that  a  municiaplity 
obtains  through  long-term  financing  is  reported  in  a  capital  fund. 

Capital  expenditure  is  charged  to  this  fund  rather  than 
operations  and  this  includes  not  only  capital  expenditure  met  from 
the  proceeds  of  debentures  and  other  long  term  liabilities,  but  also 
capital  expenditure  met  from 

-  revenue 

-  reserve  funds 
reserves 

-  capital  grants 

other  capital  receipts. 

Consequently,  if  municipal  accounting  is  followed,  the 
internal  management  reports  would  not  reflect  depreciation  but  would 
reflect  a  "capital  expenditure  charge"  for 

capital  expenditure  financed  out  of  current  revenues 
payment  of  debenture  principal 
provisions  for  reserves  or  reserve  funds. 

Reserves  and  reserve  funds  in  Municipal  accounting  are 
described  in  Bulletin  4  of  the  Municipal  Finance  Manual  (ibid) .  In  the 
municipal  context,  a  "reserve"  is  a  working  fund  for  a  specific  purpose 
that  forms  part  of  equity.  A  "reserve  fund"  is  similar  to  a  "reserve" 
except  that  the  reserve  fund  assets  are  segregated  to  ensure  that  the 
resources  to  meet  the  purpose  of  the  reserve  fund  are  available  when 


required. 
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CHAPTER  5  -  EXTERNAL  REPORTING 

INTRODUCTION 

On  an  annual  or  more  frequent  basis  the  transit  operation 
is  required  to  present  reports  to  the  municipal  council  and  also  to 
provincial  government  departments,  industry  associations  etc.  The  form 
and  content  of  these  reports  vary,  however  there  are  continuing  efforts 
being  made  to  standardize  reports  and  to  define  and  group  information  in 
a  uniform  way. 

The  model  management  reports  have  been  designed  to  provide 
the  data  necessary  to  complete  the  normal  reports  as  they  are  presently 
constituted.  The  Ontario  Ministries  of  Treasury,  Economics  and 
Intergovernmental  Affairs  and  of  Transportation  and  Communications 
are  currently  reviewing  their  requirements  and  intend  to  base  them  on 
the  model  management  information  system.  Statistics  Canada  is  also  in 
the  process  of  reviewing  its  requirements.  These  reviews  may  indicate 
the  need  for  additional  information  which  in  turn  may  require  some 
modification  of  the  data  produced  from  the  model  management  information 
system. 

The  purpose  of  this  chapter  is  to  define  the  general 
interest  of  each  of  these  bodies  in  transit  and  to  indicate  where 
a  more  detailed  discussion  of  reporting  requirements  can  be  obtained. 

GOVERNMENT  OF  ONTARIO 

The  Government  of  Ontario  requires  information  on  municipal 
transit  services  for  several  reasons.  It  has  a  specific  interest  in  both 
municipal  activities  and  transportation,  including  roads  and  transit  service. 
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In  addition  it  has  particular  interests  under  specific  legislation. 

The  Public  Transportation  and  Highway  Improvement  Act,  1971  provides 
that  certain  municipal  expenditures  in  respect  of  public  transportation 
may  be  eligible  for  financial  assistance.  Other  programs  provide 
financial  assistance  in  specific  operational  studies  of  transit  and 
for  controlled  experiments  in  varying  transit  services. 

Because  of  these  interests,  the  government  requires 
information  on  transit  operations  on  a  regular  basis,  in  addition,  to 
any  other  information  required  for  specific  purposes  which  may  arise 
from  time  to  time. 

The  Minister  of  Transportation  and  Communications  has 
responsibility  to  administer  the  The  Public  Transportation  and  Highway 
Improvement  Act,  1971.  Information  required  to  enable  him  to  determine 
the  extent  to  which  expenditures  are  eligible  for  financial  assistance 
under  the  Act,  will  be  prescribed  by  the  Ministry  of  Transportation 
and  Communications. 

The  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  is  concerned  with  the  reporting  requirements  of  all  activities  of 
municipalities  and  their  local  boards  and  has  authority  to  prescribe 
accounting  systems  and  the  form  of  reporting  for  these  entities.  Annual 
report  forms  and  related  instructions  are  being  developed  for  municipal 
transit  operations.  These  will  include  the  following: 

(a)  Auditor’s  report 

(b)  Statement  of  revenue  and  expenditure 

(c)  Statement  of  source  and  application  of  funds 

(d)  Balance  sheet 
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(e)  Statement  of  continuity  of  reserve  funds 

(f)  Supplementary  analysis  of  revenue 

(g)  Supplementary  analysis  of  expenditure  including  classification 

by  object  of  expenditure 

(h)  Continuity  of  allowances  and  reserves 

(i)  Non-f inancial  information 

(j)  Operating  and  capital  forecasts 

These  reports  are  based  on  the  model  management  reports 
and  are  in  accordance  with  accounting  principles  for  municipalities  in 
Ontario.  These  principles  which  are  generally  accepted  for  municipalities 
differ  from  generally  accepted  accounting  principles  for  business  enter¬ 
prises  in  that: 

(a)  Operating  expenditure  does  not  include  any  capital 

expenditure,  financing  cost  or  allocation  of 
capital  cost. 

(b)  Each  of  the  following  are  reported  separately  so  that 

expenditure  on  operations  can  be  clearly  distinguished 
from  expenditure  on  financing: 

(i)  interest  on  long  term  debt 

(ii)  principal  payments  on  long  term  debt 

(iii)  capital  expenditure  financed  from  current  revenue 

(iv)  provisions  for  reserves  and  reserve  funds. 

(c)  Fixed  assets  are  not  reported  on  the  balance  sheet. 

Instead,  the  capital  outlay  to  be  recovered  in  future 
years  is  reported. 

(d)  Interest  expense  Is  reported  on  a  cash  basis  rather 

than  on  an  accrual  basis. 

Those  municipal  transit  operations  which  use  depreciation 


accounting  and  business  accounting  principles  for  their  own  management 


' 


* 
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purposes  will  need  to  make  adjustments  in  completing  these  reports 
in  respect  of  fixed  asset  accounting  and  financing. 

The  reports  will  cover  all  municipal  transit  transactions 
and  will  consolidate  the  operations  of  the  transit  operation  with  any 
transit  revenue  and  expenditure  transactions  recorded  by  the  municipality. 

The  form  and  content  of  these  reports  are  not  yet 
established.  The  financial  and  statistical  content  of  the  reports  will 
be  similar  to  that  proposed  in  the  model  management  reports  with  some 
exceptions. 

Object  classification  of  expenditures  referred  to  above 
is  used  by  Government  for  evaluation  and  planning  purposes.  Reporting 
by  object  classification  of  expenditure  is  facilitated  by  the  proposed 
chart  of  accounts.  The  object  classes  are  - 

(a)  Salaries,  wages  and  fringe  benefits, 

(b)  Materials,  supplies  and  utilities, 

(c)  Vehicles,  furniture,  small  equipment  and  roadway 

construction, 

(d)  Purchased  services  and  rents, 

(e)  Provisions  for  reserves  and  allowances, 

(f)  Transfers  to  governments 

(g)  Debt  charges,  distinguishing  between  principal  and 

interest. 

REPORTING  TO  THE  PUBLIC  AND  MUNICIPALITIES 

The  reporting  to  the  municipality  should  serve  to  enable 
the  Municipal  Council  to  participate  in  the  general  management  of  transit 
services  and  also  provide  data  for  disclosure  to  the  general  public. 


' 
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This  reporting  to  the  Municipal  Council  is  required  because  of  the 
Council's  central  responsibility  for  municipal  services  and  policy. 

The  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  has  issued  two  publications  which  outline  responsibilities  and 
reporting  techniques  for  municipalities: 

(a)  Municipal  Finance  Manual 

(b)  A  Guide  for  the  Municipal  Auditor  in  Ontario. 

Both  publications  provide  information  which  is  essential 
to  the  preparation  of  the  municipal  financial  statements  prescribed  by 
the  Ministry  although  at  this  time  municipal  enterprises  including  transit 
operations  are  not  specifically  dealt  with. 

Where  it  is  necessary  to  provide  additional  financial 
and  other  information  to  Municipal  Council,  the  transit  operation  may 
supply  reports  in  a  form  similar  to  the  basic  reporting  package  to 
general  management  as  specified  in  the  model  information  system. 
Modifications  can  be  made  to  the  package  to  tailor  the  report  to  the 
particular  interests  and  needs  of  the  reader.  These  modifications 
may  usefully  include: 

(a)  Reduction  of  detailed  reports  at  departmental  level 

(b)  Expanded  narrative  or  commentary  from  the  General 

Manager  covering  current  operations  and  future 
expectations . 

(c)  Inclusion  of  comparative  figures  showing  actual 

results  for  the  preceding  year. 

In  a  number  of  situations  a  Committee  of  Council  with 
responsibilities  for  transit  may  review  the  detailed  report  and  present 
a  condensed  version  to  Council. 
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OTHER  BODIES 

By  way  of  footnote,  it  should  also  be  mentioned  that 
Statistics  Canada  and  the  Canadian  Transit  Association  gather  prescribed 
financial  and  other  statistical  data  on  the  transit  industry  which  are 
analysed  and  published. 


CHAPTER  6  —  MANAGEMENT  AIDS 


-  71  - 


CHAPTER  6  -  MANAGEMENT  AIDS 

Management  techniques  for  improving  administrative 
efficiency  are  briefly  described  in  this  chapter.  The  need  for  such 
techniques  and  their  appropriateness  vary  considerably  among  different 
operations  and  they  should  be  considered  in  that  light. 

These  techniques  are  not  exhaustively  dealt  with  here 
but  are  outlined  so  that  potential  applications  can  be  recognized  and, 
where  desirable,  pursued.  Further  information  can  be  obtained  from 
reference  books,  other  transit  operators  or  others  who  have  some 
knowledge  of  the  techniques  and  experience  in  their  applications. 

The  subjects  covered  are  automated  accounting  and 
equipment,  work  study,  inventory  control,  purchases  of  vehicles  and 
marketing. 

AUTOMATED  ACCOUNTING 


Many  small  and  medium  sized  transit  operations  have 
accounting  systems  which  are  maintained  manually  and  efficiently. 
However,  growth  inactivities  or  other  factors  may  lead  to  consideration 
of  mechanized  systems  for  processing  financial  and  operating  data. 
Consultation  with  the  municipality  is  important  when  considering 
mechanization  because  of  the  potential  for  using  municipal  staff  and 
facilities,  and  avoiding  duplication  of  facilities,  and  the  potential 
for  economies  of  scale.  Some  of  the  main  factors  involved  when 
considering  mechanization  are  dealt  with  in  this  section. 
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Feasibility  studies 

Accounting  equipment  is  available  with  a  wide  range  of 
capabilities,  prices  and  limitations.  Equipment  available  includes 
mechanical  and  electronic  accounting  machines,  and  computers.  When 
considering  introducing  or  changing  equipment  it  is  important  to 
examine  the  feasibility  of  its  use.  In  particular  it  is  essential 
to  ask  whether  the  equipment  is  economically  justified  and,  if  so,  what 
equipment  should  be  selected.  These  questions  can  only  be  answered  by 
a  feasibility  study  involving  detailed  consideration  of  many  facets  of 
the  proposed  applications  and  available  equipment.  A  feasibility  study 
would  include  questions  such  as  the  following: 

(a)  Will  there  be  any  real  saving  in  present  costs? 

(b)  What  areas  can  benefit  directly  or  indirectly  from 

automated  systems? 

(c)  Will  equipment  be  able  to  process  anticipated  volumes 

and  growth? 

(d)  What  will  equipment  cost  to  buy,  rent,  program,  operate 

and  maintain? 

If  equipment  can  be  justified  on  economic  grounds,  it 
is  then  necessary  to  evaluate  the  most  appropriate  type  and  size  of 
equipment. 

Equipment 

The  common  types  of  automated  equipment  for  data 

processing  are: 

(a)  Accounting  machines  which  use  either  mechanical  or 

electronic  systems 


(b)  Computers 
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Accounting  machines 

Mechanical  accounting  machines  have  been  available  for 
many  years.  Electronic  accounting  machines,  sometimes  called  small 
office  computer,  are  relatively  recent.  Electronic  machines  are  generally 
higher  priced  and  have  a  greater  processing  capacity.  The  appropriate 
equipment  in  any  one  situation  will  depend  on  the  particular  applications 
and  circumstances  involved. 

Recent  developments  in  these  machines  include  the 
growth  in  electronic  storage,  computing  capacity  and  speed,  production 
of  punched  paper  type  and  cards  as  output,  and  magnetic  stripe  cards 
to  transfer  ledger  data  automatically. 

When  considering  such  equipment  it  is  usually  advantageous 
to  get  competitive  quotes  from  locally  represented  manufacturers  on  the 
basis  of  designated  equipment  specifications.  Manufacturers  usually 
provide  machine  programming  and  train  the  operator. 

Computers 

The  potential  benefits  and  problems  of  computer  use 
have  been  widely  publicized  on  many  occasions.  The  computer’s 
versatility,  capacity  and  speed  can  be  applied  effectively  to  many 
situations  where  large  volumes  of  data  are  processed.  However,  in 
some  instances,  computers  have  not  been  fully  utilized,  system 
development  and  computer  operations  have  given  rise  to  many  difficulties, 
and  the  costs  and  time  involved  have  been  much  greater  than  anticipcited . 

Successful  installations  are  usually  achieved  by 
involvement  of  top  management  and  by  proper  planning.  Initial  planning 
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should  include  a  feasibility  study  to  ascertain  whether  the  use  of 
a  computer  is  technically  and  economically  practical  and  appropriate. 

It  will  then  be  necessary  to  evaluate  whether  use  should 
be  made  of  equipment  on  the  premises,  through  a  service  bureau  or  data 
processing  utility,  or  on  a  shared  basis.  Consideration  should  also 
be  given  to  using  the  computer  resources  of  the  municipality. 

If  it  is  decided  to  use  a  computer,  an  implementation 
schedule  drawn  up  during  the  feasibility  study  should  be  adopted.  This 
schedule  should  set  out  the  work  required  before  the  computer  is  fully 
operational  as  outlined  below,  responsibilities,  time  estimates  and 
cost  estimates. 

The  use  of  a  computer  on  the  premises  will  require  a 
considerable  commitment  of  staff,  space  and  monies.  Data  processing 
management  and  staff  must  be  hired  and/or  trained.  Space  must  be 
arranged  taking  account  of  requirements  for  power,  air  conditioning, 
and  other  physical  requirements. 

Equipment  decisions  must  be  finalized  and  contracts  made 
with  the  manufacturer  in  respect  of  the  equipment  and  staff  support 
involved,  particularly  in  regard  to  systems  and  programming  assistance. 

Planning,  systems  definition  and  programming  will 
require  a  substantial  effort  before  installation,  not  only  from  data 
processing  personnel  but  also  from  management  and  the  proposed 
users  of  the  systems. 

Use  of  a  service  bureau  or  computer  utility  can  obviate 
some  of  the  time  and  staff  demands  that  an  in-house  computer  requires 
although  still  requiring  substantial  management  and  user  participation  - 
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particularly  in  initial  systems  development.  However,  in  effect,  a 
service  bureau  or  data  processing  utility  acts  as  a  data  processing 
contractor  to  provide  computer  time,  programming  or  processing  services. 
Their  use  can  be  cheaper  than  an  in-house  computer  because  computer  and 
operator  time,  and  programming  costs  are  usually  charged  only  as  used. 

Another  alternative  which  can  present  advantages  is  to 
share  a  computer  centre  with  the  municipality  or  other  users,  so  that 
facilities,  personnel,  operating  and  programming  costs  are  spread  among 
users . 

As  a  last  cautionary  note,  changing  any  operating 
system  is  usually  time-consuming  and  expensive.  Proper  planning  and 
good  systems  work  are  essential  to  minimizing  costs  and  problems  whether 
installing  simple  or  sophisticated  data  processing  equipment. 

WORK  STUDY 

A  budgetary  control  system  is  the  most  common  way  of 
keeping  costs  in  line.  Increases  in  staff  and  costs  have  to  be 
justified  either  when  budgets  are  prepared  or  actual  costs  reported. 

However,  it  is  important  to  emphasize  that  holding 
costs  to  budget  does  not  necessarily  represent  the  most  effective  use 
of  staff.  Budgets  and  staff  levels  are  generally  related  to  past  levels 
and  trends  and  consequently  may  project  into  the  future  the  past 
inefficient  utilization  of  staff  or  excess  costs  which  could  be  minimized. 

The  most  effective  cost  control  is  to  establish  what  costs 
should  be  when  the  personnel  and  resources  concerned  are  used  in  the  most 


effective  manner. 


' 
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Staff  costs  can  be  controlled  effectively  through 
applying  work  study.  A  work  study  program  involves  the  following 
steps: 

(a)  Present  methods  and  equipment  are  analysed.  A  systematic 

method  involving  flow  charting  and  other  aids  is  usually 
used  in  determining  the  scope  for  improvement. 

(b)  Systems  are  evaluated  and  the  most  appropriate  methods  and 

procedures  selected  for  the  operation  involved.  Frequently 
productivity  can  be  improved  with  minor  methods  improvements 
and  little  retraining  of  staff. 

(c)  Various  measurement  techniques  are  used  to  determine  how  much 

time  is  required  for  an  operation  when  the  best  method  is 
used,  an  acceptable  work  pace  maintained  and  allowances 
made  for  authorized  personal  time  etc. 

(d)  The  hours  of  work  required  in  a  day  to  provide  the  service  is 

established  based  on  the  frequency  of  the  various  operations. 
The  staff  size  required  can  then  be  determined. 

(e)  Schedules  are  developed  to  assign  work  among  workers  or  small 

groups  and  to  specify  the  work  to  be  performed  each  day  or 
shift. 


This  type  of  approach  can  be  applied  to  many  services 
including  clerical  and  maintenance  activities.  The  techniques  can 
be  tailored  to  the  particular  type  and  size  of  staff  involved. 

Effective  utilization  of  each  individual's  time  through 
proper  methods  and  a  full  work  load  results  in  lower  costs.  Proper 
methods  frequently  improve  the  quality  of  work.  Supervisors  become 
more  effective  and  budget  figures  more  reliable.  Fairer  allocations 
of  workload  can  improve  employee  morale. 


INVENTORY  CONTROL 


A  common  concern  in  transit  operations  is  how  to  control 


fuel  and  maintenance  inventory  and  when,  and  how  much,  to  order? 
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Inventories  are  required  to  provide  a  buffer  during  the 
time  that  it  takes,  once  the  need  for  an  item  has  been  recognized,  to 
have  that  item  ordered  and  delivered  to  the  individual  or  department 
needing  it.  They  are  also  used  to  permit  the  ordering  of  items  in 
large  enough  quantities  to  minimize  the  cost  and  inconvenience  of 
placing  orders,  as  well  as  take  advantage  of  quantity  discounts  and 
the  lower  transportation  costs  of  large  shipments. 

For  certain  types  of  supplies,  it  may  be  sufficient 
to  merely  review  the  stock-on-hand  periodically  and  place  an  order 
following  each  review  so  as  to  bring  the  stock-on-hand  back  up  to 
some  pre-determined  figure,  called  the  "maximum  inventory".  This 
approach  is  sometimes  called  the  Periodic  Review  System  and  is  often 
used  when  many  inventory  items  have  to  be  ordered  from  the  same 
supplier.  An  alternative  approach  is  called  the  Economic  Order 
Quantity  System,  in  which  orders  of  a  relatively  constant  size  are 
placed  only  when  the  stock-on-hand  has  fallen  below  some  pre-determined 
level  called  the  Re-order  Point. 

Thus,  under  the  Periodic  Review  System,  orders  of 
varying  size  are  placed  at  equal  time  intervals,  whereas,  under  the 
Economic  Order  Quantity  System,  orders  of  approximately  the  same  size, 
that  only  vary  with  significant  changes  in  usage,  are  placed  at  unequal 
time  intervals. 

Under  either  system,  the  maximum  inventory  in  one  case 
and  the  re-order  point  in  the  other  must  be  established  at  a  level 
that  will  ensure  that  the  probability  of  running  out  of  stock  during 
the  review  and  replenishment  periods  (in  the  case  of  maximum  inventory) 
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or  replenishment  period  (in  the  case  of  the  re-order  point)  is  less 
than  some  critical  value.  This  value  can  be  calculated  mathematically 
so  as  to  arrive  at  the  optimum  balance  between  the  costs  of  running 
out  of  stock  (where  these  costs  can  be  expressed  in  tangible  terms) 
and  the  cost  of  carrying  additional  stock. 

PURCHASE  OF  VEHICLES 

The  number  and  type  of  passenger  vehicles  forms  an 
important  element  in  long  range  plans  because  of  the  time  required 
to  study  and  purchase  new  vehicles,  and  the  impact  of  the  vehicle 
fleet  and  vehicle  purchases  on  operations  and  finances.  Within  the 
framework  of  long  range  plans,  specific  decisions  on  vehicles  to  be 
purchased  require  a  careful  assessment  of  current  and  future  service 
demands,  existing  fleet  capacity  and  vehicle  lives  and  whether  it 
is  best  to  replace,  rebuild  or  maintain  existing  vehicles  or  add 
more  vehicles.  If  new  vehicles  are  considered  it  is  necessary  to 
decide  when,  how  many  and  what  type  of  vehicles  are  to  be  bought. 

All  practical  alternatives  need  to  be  analysed  and  their  impact  evaluated 
against  each  other  and  in  relation  to  the  service  needs.  This  evaluation 
should  include  all  pertinent  critera  including  cost  impact  (capital 
cost,  revenue  capacity,  operating  cost,  maintenance  cost,  etc.)  and 
important  operating  criteria  (seating  capacity,  comfort,  safety, 
reliability,  operating  efficiency,  maintenance  requirements  etc.). 
Appropriate  planning  and  cost  analysis  techniques  are  discussed  in 


previous  chapters. 
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Where  substantial  differences  exist  in  the  timing  of 
large  expenditures  under  alternatives  being  considered,  it  is  some¬ 
times  appropriate  to  apply  discounted  cash  flow  (DCF)  techniques. 

These  techniques  are  described  in  management  accounting  textbooks. 

DCF  techniques  are  used  to  take  account  of  the  fact  that  money  can 
earn  interest  over  time  and  that,  for  example,  an  expenditure  of 
$40,000  today  is  less  attractive  than  an  expenditure  of  $40,000  in 
the  future  -  all  other  things  being  equal.  DCF  enables  expenditures 
under  alternatives  being  considered  to  be  equitably  compared  taking 
account  of  the  timing  of  the  flow  of  monies  involved. 

MARKETING 

Traditionally,  transit  operations  have  emphasized  the 
provision  of  service  rather  than  transit  marketing.  In  recent  years, 
considerably  more  emphasis  has  been  placed  on  marketing  activities 
in  addition  to  traditional  goals  of  providing  efficient  services,  in 
the  right  place,  at  the  right  time  and  at  a  reasonable  price. 

Transit  services  are  changing  in  anticipation  of  demand 
as  well  as  in  response  to  it.  Surveys  are  used  to  determine  the  actual 
and  potential  use  and  demand  for  services.  Sound  demand  forecasts  are 
developed  as  a  basis  for  providing  future  service  plans.  Innovations 
and  experiments  with  types  of  service  are  providing  additional  services 
geared  to  passenger  needs.  Studies  are  made  of  service  demand,  the  use 
of  existing  routes,  and  route  profitability  with  the  view  to  improving 
scheduling,  routing  and  other  aspects  of  service  within  financial 
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constraints.  A  new  stress  is  also  being  placed  on  promoting  services 
by  presenting  a  public  image  of  the  transit  operation  which  attracts 
riders,  by  emphasizing  convenience,  reliability,  economy  etc.  and  by 
ensuring  that  the  public  is  well  informed  of  available  transit  services. 
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Advertising 
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Other  operating 
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servicing  and  cleaning 

Shop  overhead 

Stores 

Other 

Fringe  benefits 

Total  Maintenance  Costs 

Per  Revenue  Mile 

4 

FUEL  AND  FUEL  TAXES  PER  REVENUE  MILE 
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Direct  labour 

Regular 

Overtime  and  shift  premium 
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Salaries  and  wages 

Regular 

Temporary 

Overtime  and  shift  premium 

Idle 

Maintenance  supplies 
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Commission  and  executive 
Legal  and  secretarial 
Accounting  and  treasury 
Traffic,  planning  and  research 
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Public  relations  and  promotion 
Injuries  claims  and  damages 
Safety  and  fire  prevention 
Fringe  benefits 
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GENERAL  AND  ADMINISTRATIVE 

DETAIL 

Ref. 

Actual 

Plan 
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Plan 

COMMISSION  AND  EXECUTIVE 

Salaries 

Office  supplies  and  materials 
Travel 

13 

I 

LEGAL  AND  SECRETARIAL 

Salaries 

Office  supplies  and  materials 
Professional  fees 

13 

ACCOUNTING  AND  TREASURY 

Salaries 

Office  supplies  and  equipment 
Rental  of  office  machinery 
Communication  services 

Tickets  and  transfers 

Insurance  general 

Printing,  publishing  and 
reproduction 

Travel 

Professional  and  consulting  fees 
Trade  and  association  fees 

13 

TRAFFIC  PLANNING  AND  RESEARCH 

Salaries 

Office  supplies  and  expenses 

13 

PURCHASING  AND  STORES 

Salaries 

Office  supplies  and  materials 

13 

PUBLIC  RELATIONS  AND  PROMOTION 

Salaries 

Adv er tising 

Office  supplies  and  materials 

13 

INJURIES  CLAIMS  AND  DAMAGES 

Injuries  and  damages  -  uninsured 
Insurance  -  PL  and  PD 

13 

SAFETY  AND  FIRE  PREVENTION 

Salaries 

Office  supplies  and  materials 
Personnel  supplies  and  materials 

13 

FRINGE  BENEFITS 

13 

V 

TOTAL 

13 

J 

(date) 


Q1 
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TREND  GRAPH 

ANNUAL  PASSENGERS  AND  REVENUE  MILES 

1966-1972 

PASSENGERS 

IN  MILLIONS  REVENUE  MILES 

PASSENGERS  IN  HUNDRED 

PER  MILE  THOUSANDS 


YEAR 
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(date) 


Q2 


(reporting  unit) 


CONDENSED  BALANCE  SHEET 


Actual 

Plan 

Be  tte  r 
(Worse) 
than 
Plan 

CURRENT  ASSETS 

Cash  and  short  term  investments 

Accounts  receivable 

Inventory 

Other 

CURRENT  LIABILITIES 

Bank  loans,  overdrafts  and  short  term 
debt 

Accounts  payable 

Accrued  liabilities 

Other 

Working  capital 

LONG  TERM  ASSETS 

Investments 

Fixed  assets  (net) 

Other 

l 

i 

1 

! 

j 

l 

LONG  TERM  LIABILITIES 

i 

i 

i 

EQUITY  OR  SURPLUS 

1 

| 

1 

i 

i 

END  OF  MONTH 
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(date)  (reporting  unit) 


f  YEAR  TO  DATE 

(  MONTH  ) 

Actual 

Plan 

Better 

(Worse) 

than 

Plan 

WORKING  CAPITAL 

Ref. 

Actual 

Plan 

Better 

IWorse) 

than 

Plan 

Working  Capital  from  Operations 
Net  income 

Add  (deduct)  charges  (profits) 
not  affecting  working  capita! 
Depreciation 

Amortization  of  long  term  det 
Profit  (loss)  on  sale  of  fixe 
Other 

t 

d  assets 

Net  increase  (decrease)  in 
working  capital  from 
operations 

Add 

Long  term  debt  proceeds 
Disposal  of  fixed  assets 

Other 

Deduct 

Long  term  debt  retirements 
Capital  expenditure 

Other 

Net  change  in  working  capital 

Opening  working  capital 

Closing  working  capital 

Notes 

1.  Outstanding  commitments  to 

end  of  year 

2.  (Other  notes  as  required-) 


EXHIBIT  XI 


(date) 


Q4 


(reporting  unit) 


CAPITAL  EXPENDITURE 


ROUTE  ANALYSIS 
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(date) 


(reporting  uni 


ANALYSIS  OF  FARES  COLLECTED  FOR  REGULAR  PASSENGER  SERVICE 


Ticket  Fares 

Adults 

Children 

Students 

Other  (specify) 

No .  of 
Fares 

%  of 
Total 

Total  Ticket  Fares 

Cash  Fares 

Adults 

Children 

Students 

Other  (specify) 

Total  Cash  Fares 

Combined 

Adults 

Children 

Students 

Other  (specify) 

Total  Fares 

100% 
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(date) 


(reporting  unit) 


VEHICLE  COSTS 

Costs 

Cost 

per 

Mile 

Fleet 

Direct  Variable 

Fuel 

Fuel  tax 

Maintenance 

Labour 

Materials 

Cleaning  and  servicing 

Labour 

Materials 

Total  direct  variable 

Direct  Fixed 

Depreciation 

Vehicle  rental 

Licences 

Insurance 

Total  direct  fixed 

Indirect 

Maintenance  overhead  (1) 

Premises  -  shop  (1) 

Premises  -  garage  (2) 

Total  indirect 

TOTAL  FLEET  COSTS 

Basis  of  allocation 

(1)  Labour  costs  for  maintenance 

cleaning  and  servicing 

(2)  Number  of  vehicles 

- 
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APPENDIX  B 


CHART  OF  ACCOUNTS 


A  model  chart  of  accounts  is  set  out  in  this  appendix 
and  discussed  in  Chapter  4  of  the  manual.  The  chart  of  accounts 
uses  a  basic  account  code  of  three  digits  and  a  suffix  of  two  digits 
for  further  sub-classification  thus: 

xxx  -  xx 

basic  account  suffix 

code 


The  main  classes  of  account  are  indicated  by  the 
first  digit  of  the  basic  account  code  as  follows: 


Code 


Current  assets  1 
Fixed  assets  and  other  assets  2 
Liabilities  3 
Revenue  4 


Expenses 


Transportation  5 
Vehicle  and  equipment  maintenance  6 
Premises  and  plant  7 
General  and  administrative  8 
Financial  9 


The  chart  of  accounts  has  been  designed  to  be  flexible. 
Each  transit  operation  should  develop  its  own  chart  of  accounts  within 
the  framework  provided  here,  taking  into  account  its  own  particular 


needs . 
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CHART  OF  ACCOUNTS 

CURRENT  ASSETS  (100  to  199) 

Cash  (100  to  119) : 

Cash  on  hand  100 

Bank  -  general  purposes  104 

Bank  -  payroll  108 

Bank  -  savings  112 

Working  funds  and  other  cash  advances  116 

Investments  (120  to  139) : 

Short  term  deposits  120 

Bonds  and  debentures  128 

Accounts  receivable  (140  to  159) : 

Trade  receivables  140 

Employee  receivables  142 

Rents  receivable  144 

Government  receivables  146 

Other  receivables  148 

Accrued  assets  149 

Allowance  for  doubtful  accounts  150 

Inventories  (160  to  179): 

Fuel  and  oil  160 

Tires  and  tubes  162 

Stores  164 

Other  168 

Prepaid  expenses  (180  to  199): 

Prepaid  licences  180 

Prepaid  insurance  182 

Other  prepaid  expenses  184 

Deposits  186 


FIXED  ASSETS  AND  OTHER  ASSETS  (200  to  299) 


Fixed  assets  (200  to  289) 

Land  (200  to  209): 

Land  200 

Land  rights  206 

Land  rights  -  accumulated  amortization  207 

Buildings  (210  to  229) : 

Route  structures  210 

Route  structures  -  accumulated  depreciation  211 
Shop  and  garage  structures  214 

Shop  and  garage  structures 

-  accumulated  depreciation  215 

General  office  218 

General  office  -  accumulated  depreciation  219 

Leasehold  improvements  222 

Leasehold  improvements 

accumulated  amortization  223 

Engineered  structures  (230  to  249) :  230 

Engineered  structures 

accumulated  depreciation  231 

Machinery  and  equipment  (250  to  269) : 

Premises  and  routes  equipment  250 

Premises  and  routes  equipment 

-  accumulated  depreciation  251 

Service  vehicles  254 

Service  vehicles  -  accumulated  depreciation  255 
Maintenance  equipment  258 

Maintenance  equipment 

-  accumulated  depreciation  259 

Office  equipment  262 

Office  equipment  -  accumulated  depreciation  263 

Revenue  vehicles  (270  to  289): 

Motor  buses  -  Diesel  270 

Motor  buses  -  Diesel 

accumulated  depreciation  271 
Motor  buses  -  Gas  272 

Motor  buses  -  Gas  -  accumulated  depreciation  273 
Trolley  buses  274 

Trolley  buses  -  accumulated  depreciation  275 

School  vehicles  278 

School  vehicles  -  accumulated  depreciation  279 
Street  Cars  280 

Street  Cars  -  accumulated  depreciation  281 
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Other  assets  (290  to  299) : 

Unamortized  debenture  discount  and  costs  290 
Other  deferred  charges  293 
Other  intangible  assets  296 
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LIABILITIES  (300  to  399) 

Current  (300  to  349) : 

Bank  loans  and  overdrafts  300 

Accounts  payable  -  trade  310 

Accounts  payable  -  Municipality  312 

Accounts  payable  -  governments  314 

Accounts  payable  -  other  318 

Salaries  and  wages  payable  322 

Current  portion  of  long  term  debt  329 

Employee  deductions  payable  - 

Income  taxes  330 

Superannuation  and  pension  plans  331 

Unemployment  insurance  332 

Group  life  333 

Medical  334 

Hospital  335 

Other  336 

Accrued  expenses: 

Debt  interest  accrued  340 

Other  accrued  expenses  344 

Provisions  (350  to  359) : 

Tickets  held  by  public  350 

Public  liability  and  workmen's  compensation  355 

Long  term  debt  (360  to  379) : 

Equipment  loans  360 

Bonds  and  debentures  or  equivalent  financing  370 

Equity  or  Surplus  (380  to  399): 

Capital  380 

Contributed  surplus  385 

Retained  earnings  390 

Reserves  394 

Reserve  funds  398 


REVENUE  (400  to  499) 


Passenger  service  (400  -  459) : 

Regular  (400  to  429): 

Fare  400 

Passenger  subsidy  410 

Contract  services  420 

Charters  (430  -  449): 

School  430 

Local  435 

Extra  urban  440 

Other  445 

Sightseeing  450 

Other  passenger  services  455 

Advertising  460 

Concessions  465 

Other  operating  revenue  470 

Other  income  471 

Disposal  of  fixed  assets  480 

Income  on  short  term  investments  482 

Income  on  long  term  investments  484 


TRANSPORTATION  (500  to  599) 


Supervision  and  inspectors  500 
Scheduling  510 
Dispatch  520. 
Vehicle  operation  530 
Training  540 


APPENDIX  B 
Page  6 


Fringe  benefits 


590 
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EQUIPMENT  AND  VEHICLE  MAINTENANCE  (600  to  699) 

Supervision  600 

Passenger  vehicle  maintenance  (610-629) : 

Body  610 

Painting  615 

Chassis  620 

Tires  and  tubes  625 

Passenger  vehicle  servicing  630 

Passenger  vehicle  cleaning  640 

Other  vehicles  -  maintenance,  servicing  and 

cleaning  650 

Shop  overhead  660 

Stores  665 

Other  670 

Fringe  benefits  690 

PREMISES  AND  PLANT  (700  to  799) 

Supervision  700 

Buildings  and  grounds  maintenance: 

Garage  and  shops  710 

Administrative  720 

Route  structures  730 

Buildings  operations: 

Garages  and  shops  740 

Administrative  750 

Route  structures  760 

Maintenance  of  routes  770 

Signals  and  communications  772 

Realty  taxes  775 


Fringe  benefits 


790 


*  ,  " 


■ 
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GENERAL  AND  ADMINISTRATIVE  (800  to  899) 

Commission  and  executive  800 
Legal  and  secretarial  810 
Accounting  and  treasury  820 
Traffic,  planning  and  research  830 
Purchasing  and  stores  840 
Public  relations  and  promotion  850 
Injuries,  claims  and  damages  860 
Safety  and  fire  prevention  870 
Fringe  benefits  890 

FINANCIAL  (900  to  999) 

Short  term  financing  900 
Long  term  financing  910 
Provision  for  reserves  and  reserve  funds  920 


■ 
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EXPENSE  SUFFIX 


A  two  digit  suffix  code  identifies  types  or  elements 
of  expenses.  Accounts  are  grouped  to  facilitate  classifying  expenses 
by  object  according  to  the  type  of  commodity  or  service  purchased  as 
follows : 

Salaries  and  Wages 
Fringe  Benefits 

Materials,  supplies  and  utilities 
Services  and  rent 
Reserves  and  reserve  funds 
Transfers  to  governments 
Debt  charges 

Each  object  classification  is  made  up  of  specific  cost 
elements  identified  in  the  chart  of  accounts. 


EXPENSE  CODES 


Salaries  and  Wages  (10  -  19) 


Regular  time  10 
Temporary  help  11 
Overtime  and  shift  premium  12 
Idle  -  breakdown  13 
Idle  -  standby  and  cover  14 
Idle  -  report  time  15 
Idle  -  unassigned  16 
Idle  -  other  17 
Vacation,  holiday  and  sick  leave  18 
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Fringe  Benefits  (20  -  29) 

Pension  plan  20 

Canada  pension  plan  21 

Group  life  22 

Provincial  health  plan  23 

General  health  and  disability  24 

Unemployment  insurance  25 

Workmen's  Compensation  26 

Other  employer  contributions  27 

Other  allowances  and  benefits  (e.g.  moving 

expenses,  tuition  fees,  etc.)  28 

Materials  Supplies  and  Utilities  (30  -  49) 

Transportation  fuel  -  gasoline  30 

Transportation  fuel  -  diesel  31 

Fuel  taxes  -  gas  32 

Fuel  taxes  -  diesel  33 

Vehicles  -  lubricants,  anti-freeze,  etc.  34 

Vehicles  -  tires  &  tubes  35 

Vehicles  -  batteries  36 

Vehicles  -  motors  37 

Vehicles  -  other  parts  -  maintenance  38 

Vehicles  -  other  parts  -  repairs  39 

Cleaning  supplies  and  materials  40 

Maintenance  supplies  and  materials  41 

Office  supplies  and  materials  42 

Uniforms  43 

Personnel  supplies  and  materials  44 

Light,  heat  and  water  45 

Tickets  and  transfers  46 

Services  and  Rents  (50  -  69) 

Services  (50  -  59) : 

Purchased  repairs  and  maintenance  50 

Insurance  premiums  &  costs  51 

Communication  services  provided  from  external 

sources  (includes  postage  and  telephone)  52 

Printing,  publishing  and  reproduction  services  53 
Advertising  54 

Travel  expenses  55 

Professional  and  consulting  fees  56 

Trade  and  professional  association  membership 

and  convention  fees  57 

Other  purchased  services  contracted  out  to 

commercial  organizations  58 


■ 
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Rents  (60  -  69)  : 


Land,  right  of  ways,  etc.  60 
Buildings  61 
Engineered  structures  62 
Machinery  and  equipment  63 
Vehicles  64 

Reserves  and  reserve  funds  (70  -  79) 

Depreciation  -  Land  rights  70 
Depreciation  -  Buildings  71 
Depreciation  -  Engineered  structures  72 
Depreciation  -  Machinery  and  equipment  73 
Depreciation  -  Vehicles  74 


Transfers  to  Governments  (80  -  89) 


Business  and  realty  taxes  or  payments  in  lieu 


thereof  80 
Licences  83 
Fines  and  penalties  84 
Bridge,  tunnel  and  ferry  tolls  85 

Debt  charges  (90  -  99): 

Interest  91 
Foreign  exchange  92 
Discount  and  issue  expenses  93 


. 
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ACCOUNT  DESCRIPTIONS 

Various  text  books  and  reference  sources  such  as  the 
CICA  Handbook*  and  Municipal  Finance  Manual**  define  account  contents 
and,  to  a  considerable  extent,  account  titles  are  self  explanatory. 

In  addition  fixed  assets  and  other  account  classifications 
are  discussed  in  chapter  4. 

Consequently,  account  descriptions  presented  below  are 
limited  to  those  peculiar  to  the  transit  industry  and  not  self  explanatory. 

*  CICA  Handbook  published  by  the  Canadian  Institue  of  Chartered 
Accountants,  250  Bloor  Street,  East,  Toronto  5,  Ontario 

**  Municipal  Finance  Manual  published  by  the  Ontario  Ministry  of 
Treasury,  Economics  and  Intergovernmental  Affairs,  801  Bay 
Street,  Toronto,  Ontario  and  available  from  the  Ontario 
Government  Bookstore,  830  Bay  Street,  Toronto. 

REGULAR  PASSENGER  SERVICE  REVENUE 

Fares  revenue  (400) 

Fare  revenue  consists  of  fares  collected  and  excludes 
unearned  revenue  for  tickets  or  tokens  sold  and  not  yet  collected. 

Passenger  subsidy  revenue  (410) 

This  revenue  consists  of  subsidies  earned  for  specific 
categories  of  passengers  (such  as  the  elderly)  whose  fares  are  wholly  or 
partially  subsidized  by  government  or  welfare  bodies. 

Contract  service  revenue  (420) 

This  revenue  consists  of  revenue  earned  under  contract,  in 
lieu  of  fares,  for  transportation  of  members  of  special  groups  (such  as 
mailmen)  on  regular  passenger  services.  It  excludes  revenue  collected  but 


not  yet  earned. 
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SALARIES  AND  WAGES 

Labour  costs  for  indirect  services  or  involving 
payments  above  normal  rates  are  usually  segregated  in  the  accounts; 
frequently  by  categories  established  in  the  union  contracts.  Common 
accounts  are  described  below. 

Regular  Time  (  -  10) 

All  salaries  and  wages  paid  to  members  of  the  commission, 
management  and  regular  employees  not  included  in  one  of  the  following 
groupings  are  classified  as  regular  time. 

Temporary  Help  (  -  11) 

The  cost  of  all  temporary  and  part  time  employees  not 
engaged  on  a  regular  basis  are  included  here. 

Overtime  and  Shift  Premiums  (  -  12) 

Overtime  premiums,  shift  premiums  or  special  payments 
for  extra  service  paid  to  employees  are  accumulated  in  this  account. 

Idle  -  Breakdown  (  -  13) 

Wages  paid  to  employees  not  gainfully  employed  as  a 
result  of  a  breakdown  of  vehicle  or  equipment  are  segregated  and 
charged  to  this  account.  It  is  appropriate  in  large  operations 
to  segregate  breakdown  charges  by  item  such  as: 
passenger  vehicles 
service  vehicles 


equipment 


i 

i  # 
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Idle  -  Standby  (  -  14) 

This  account  records  costs  involved  where  an  employee 
is  on  standby  or  has  been  held  beyond  his  shift  to  cover  for  late  or 
sick  operators. 

Idle  -  Report  Time  (  -  15) 

Wages  paid  for  time  spent  reporting  on  and  off  the  job, 
including  time  travelling  to  or  from  a  given  route  destination  with  a 
vehicle,  are  accounted  as  report  time. 

Idle  -  Unassigned  (  -  16) 

Wages  earned  when  no  work  is  assigned  and  performed  are 
classified  as  unassigned  idle  time. 

Idle  -  Other  (  -  17) 

This  account  records  other  wage  costs  associated  with 
general  idle  time  which  results  from  such  things  as  a  power  failure  or 
snow  storm  which  restricts  activities. 

Vacation,  Holiday  and  Sick  Leave  (  -  18) 

Employee  payments  for  absent  time  resulting  from 
statutory  holidays,  annual  vacations  or  sick  leave  should  be  charged 
to  this  account. 

TRANSFERS  TO  GOVERNMENT  BODIES 

For  government  reporting  it  is  important  to  readily 
identify  transfers  to  government  bodies.  Consequently  separate  accounts 
are  recommended  for  the  following: 


. 


APPENDIX  B 
Page  15 


Business  and  Realty  Taxes  or  Payments  in  Lieu  thereof  (  -  80) 

This  account  records  municipal  business  taxes  or  payments 
in  lieu  of  business  taxes. 

Licences  (  -  83) 

This  account  i6  used  to  record  the  cost  of  all  material 
licence  fees  paid  to  government  agencies  such  as  vehicle  licences, 
elevator  licences,  business  licences,  etc. 

Fines  and  Penalties  (  -84) 

Any  material  fines  or  penalties  should  be  recorded 
separately  in  this  account. 

Bridge,  Tunnel  and  Ferry  Tolls  (  -  85) 

Material  payments  for  tolls  made  to  a  government  agency 


are  recorded  in  this  account. 
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Dead-heading 

Dead-heading  is  the  operating  of  a  vehicle  to  or  from 
a  revenue  earning  service  during  which  time  no  passengers  are  carried. 

Fares  Collected  (Revenue  Passengers) 

Fares  collected  represent  the  number  of  fares  deposited 
but  does  not  include  transfer  passengers  or  other  passengers  not 
depositing  a  fare  on  entering  the  vehicle.  The  number  of  persons 
transferring  onto  a  route  has  to  be  added  to  the  fares  collected  to 
determine  the  number  of  passengers  on  that  route. 

For  an  analysis  of  usage  of  a  total  transit  operation, 
fares  collected  reasonably  represents  passengers,  independent  of  the 
number  of  transfers. 


Headway 


Headway  is  the  time  interval  between  vehicles  on 
scheduled  service. 


Operator  Hours 

Operator  hours  represent  the  number  of  paid  working 

hours  for  transit  vehicle  operators.  These  are  categorized  as  follows: 

On-duty  (platform)  hours  -  time  spend  actually  operating  a  transit 

vehicle,  between  scheduled  runs  and  on 
rest  and  meal  periods. 
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Stand-by  hours 


Unassigned  hours 


time  spend  on  transit  system  premises  but 
not  actually  engaged  in  transit  vehicle 
operation.  This  would  include  such  items 
as  report  time  and  "standing  by"  as  a 
potential  replacement  for  another  operator. 

time  for  which  the  operator  is  paid  but  is 
not  actually  working.  This  would  be  the 
difference  between  the  total  of  on-duty 
plus  stand-by  hours  and  guaranteed  hours 
of  payment. 


Regular  (passenger  or  service) 

Regular  relates  to  services  provided  the  public  in 
accordance  with  an  established  operating  schedule. 


Revenue  Vehicle  Hours 

Revenue  hours  represent  the  total  number  of  hours  during 
which  transit  vehicles  are  in  revenue. 

Revenue  Miles 

Revenue  miles  are  those  miles  accumulated  while  providing 
service  in  order  to  derive  revenue  from  carrying  passengers.  For 
regular  passenger  service  this  definition  would  not  include  the  distance 
travelled  to  the  start  of  a  route  during  which  no  passengers  are  picked 
up  (commonly  called  dead-head  miles)  or  the  mileage  accumulated  for 
purposes  of  driver  training,  vehicle  testing,  etc. 


Miles  of  Route 

Made  up  of  combined  mileage  one-way  distances  for  all 


routes . 
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Vehicle  Miles 


Vehicle  Miles  are  all  miles  travelled  by  vehicles 
whether  earning  revenues  or  not. 


INDEX 


Accounting 

account  descriptions.  Appendix  B 

allocation  of  expenses,  51-54 

capital  expenditures,  14,  59-64 

chart  of  accounts,  49  (see  also  Appendix  B) 

principles 

business  versus  municipal,  62-65 
depreciation,  63 

public  transportation  service,  48,  66 
machines,  see  "Automated  accounting" 
object  classification  of  expenditures,  71 
reports,  see  "Management  reporting  system" 

Activity  reports,  18 

Annual  reports 
internal,  18 

Ontario  Government,  65-68 
public  and  municipal,  68-69 

Automated  accounting 

accounting  machines,  73 
computers,  73-75 
feasibility  studies,  72 


Balance  sheet,  condensed,  20 

Budgetary  control,  see  "Management  planning" 

Buildings 

definition,  60 

classes  and  useful  lives,  61 


Capital  expenditure 
statement,  20 
budget,  43 

accounting,  14,  59-64 
Capital  expenditure  charge,  14,  62 
Cash  budgets,  42-43 

Chart  of  accounts,  47-51  (see  also  Appendix  B) 
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Cost  analysis,  54 

cost/volume  analysis,  55 
contribution  accounting,  56 
full  absorption  cost  accounting,  57 
vehicle  cost  records,  58 

Costs  operating,  15 

Current  assets  and  investments,  49 

Current  liabilities,  49 


Dead-heading 

definition,  Appendix  C 
operator  utilization,  18 

Debt  charges,  71 

Department  statements,  16 

Depreciation,  see  "Capital  expenditure  charge" 


Economic  order  quantity,  see  "Inventory  control" 
Electronic  data  processing,  see  "Computers" 

Employees 

monthly  statement,  16 
budgeting  for,  36,  38-41 

Engineering  structures 
definition,  60 

classes  and  useful  lives,  61 

Equipment  and  vehicle  maintenance  department,  7 
monthly  report,  16 
budget,  39-40 

Expenses 

account  descriptions,  50,  Appendix  B 
responsibility  accounting,  5 

monthly  statements,  see  "Management  reporting  system" 

allocation,  51-54 

capital  expenditures,  14,  59-64 

depreciation,  63 

object  classification,  71 


V  ! 
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External  reporting 

Government  of  Ontario,  65-68 
municipal,  68 

Fares 

definition,  fares  collected,  Appendix  C 
analysis,  14,  26 
fare  structures,  22 
budget,  36 

Feasibility  studies,  72 

Financial  statements,  see  "External  reporting" 

see  "Management  reporting  system" 

Fixed  assets,  see  "Capital  expenditure" 

Fuel  (and  fuel  taxes) 
allocation,  6 
budget,  39 

Fund  accounting,  see  "Municipal  accounting" 

General  and  administrative  department 
department,  8 
monthly  report,  16 
budget,  41-42 


Income,  see  "Revenue" 

Injuries  and  damages 
budget,  42 

Interest 
budget,  42 

management  reporting,  14 
municipal  reporting,  67 

Inventory  control,  76 


Land  and  land  rights 
definition,  60 

classes  and  useful  lives,  61 
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Long-term  debt 

budget,  long-term,  33 
management  reporting,  14 
municipal  accounting,  64 
municipal  reporting,  67 

Machinery  and  equipment 
definition,  60 

classes  and  useful  lives,  61 

Maintenance,  see  "Equipment  and  vehicle  maintenance" 
see  "Premises  and  plant" 

Management  aids 

automated  accounting,  71-75 
inventory  control,  76-78 
marketing,  79 
purchase  of  vehicles,  78 
work  study,  75 

Management  planning,  28 
annual  budget,  34 
capital  expenditure,  43-45 
cash  budget,  42 
departmental  budgets,  36-42 
long-term  plans,  32-34 
planning  process,  29-31 
revenue,  36 

setting  objectives,  31 

Management  reporting  system 
annual  reports,  21 
budgetary  control,  6 
department  managers,  reports  to,  16 
general  managers,  reports  to,  11-16 
management  reports,  22-27 
quarterly  reports,  19-21 
report  format,  10 
report  frequency,  9 
responsibility  reporting,  5 
supervisors,  reports  to,  18 

Management  structure,  7-9 

Marketing,  79 

Mechanized  accounting,  see  "Automated  accounting" 


Model  management  reporting  system,  see  "Management  reporting  system" 


INDEX 
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Municipal 

accounting,  62-65 
planning,  32 

reporting  to  municipality,  68 
reporting  to  provincial  government,  65-68 
transactions  with  municipality,  53 


Object  classification,  71 

Occasional  reports 

passenger  analysis,  26 
route  analysis,  22-24 
service  change  analysis,  25 
vehicle  costs,  27 

Ontario  Government 

Ministry  of  Treasury,  Economics  and  Intergovernmental  Affairs,  3,  62,  65 
Ministry  of  Transportation  and  Communications,  66 

Operating  revenue,  14 

Operating  costs,  15 

Operations,  statement  of,  13 

Operator  utilization 
statement  of,  17 

operator  hours,  definition.  Appendix  C 
budget,  37 


Passenger 

analysis,  26 
definition,  Appendix  C 
per  revenue  mile,  14 

Passenger  vehicles 
definition,  60 

classes  and  useful  lives,  61 
purchase,  78 

Plant,  see  "Premises  and  plant  department" 
see  also  "Capital  expenditure" 

Premises  and  plant  department 
department,  8 
monthly  report,  16 
budget,  40 

Public  transportation  service,  48,  66 
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Reserve  (and  reserve  funds),  64,  67 
Revenue 

account  descriptions,  49,  Appendix  B 
budget,  36 

monthly  statements,  see  "Management  reporting  system" 
public  transportation  service,  48,  66 

revenue  hours  and  revenue  miles,  definition,  Appendix  C 
Routes 

analysis,  22-24 

route  miles,  definition.  Appendix  C 


Service  change  analysis,  25 


Transportation  department 
department,  8 
monthly  report,  16 
budget,  37-38 

Trend  graphs,  19 


Vehicles,  passenger,  see  also  "Equipment  and  vehicle  department" 

"Transportation  department" 

cost  records,  58 
purchase,  78 

vehicle  costs  report,  27 

vehicle  miles,  definition.  Appendix  C 

Work  study,  75 

Working  capital  statement,  20 
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